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It’s the Kind of Service. 


you get with your 


AUTOMOBILE INSURANCE 


that counts 


The rates for Automobile Insurance in good, reliable companies do not vary a great 
deal, except that a Mutual Company returns its profits to its policyholders instead of 
turning them over to stockholders as is the case with stock companies. 


It is the kind of service given that makes the real difference to the automobile 
owner. Michigan Mutual Liability Company renders a Super-Service with its PRE- 
FERRED POLICY which makes it the outstanding service company in Michigan. 
Here are some of its exclusive features: 

It Insures the Owner, as Well as the Car 


Regular automobile coverage PLUS a $5,000.00, PERSONAL ACCIDENT POLICY for 
the owner with the usual accident policy allowances for loss of members: and disa- 
bility. 
A Universal Emergency Road Service | 

which is good anywhere in the United States or Canada and does not require you to 
call only upon “official garages” for service. Call any garage. 

Legal Advice and Service 
Represents you in court and defends you against damage suits. Gives legal advice on 
ownership and operation and assists in securilig license, certificates of title, etc. 

Touring Bureau Service 


Gives you complete routing through to your destination with latest road advices, 
supplies road maps and other touring information. 


Non-Assessable Dividend Paying 


MICHIGAN MUTUAL 
LIABILITY 7 COMPANY 


esources Oza - iv ends 
eon OOS 


$3,5500,000.00 President $2,500,000.00 





Home Offices, Detroit Branch Offices Mutual Hospital, ‘Detroit 


1200 General Necessities Bldg. Grand Rapids, Lansing, Saginaw, Port Huron, 2730 East Jefferson Ave. 
Telephone Cadillac 9761 Flint, Kalamazoo, Pontiac, Jackson, Munising. Telephone Edgewood 4246 


Workmen’s Compensation, Automobile, Group Health and Accident and other Casualty Linee 
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THE MILL MUTUALS 


Bina 
Boe 








CASH SURPLUS 


Dec. 31, Dec. 31, 
1926 1927 
Millers Mutual Fire Ins. Association, Alton, Iil. 909,362 1,004,800 
Western Millers Mutual Fire Insurance Co., Kansas City, Mo $ 435,561 $ 450,000 
Michigan Millers Mutual Fire Ins. Co., Lansing, Mich. .................. 1,107,313 1,263,133 
Mill Owners Mutual Fire Ins. Co., Des Moines, Iowa 994,856 1,200,000 
Millers Mutual Fire Ins. Co., Harrisburg, Pa. 757,515 839,587 
Millers Mutual Fire Ins. Co., Ft. Worth, Texas 391,958 437,774 
Pennsylvania Millers Mutual Fire Ins. Co., Wilkes-Barre, Pa. 1,060,736 1,157,182 
Ohio Millers Mutual Ins. Co., Van Wert, Ohio 109,169 104,290 
Grain Dealers National Fire Ins. Co., Indianapolis, Ind. _.............. 1,203,538 1,222,118 
Millers National Ins. Co., Chicago, Ill 2,068,453 2,347,576 





$9,038,461 $10,026,460 


Increase in Cash Surplus for 1928 $987,999 








Mutual Fire Prevention Bureau 
230 E. Ohio Street 
Chicago, Illinois 


(Operated by the Mill Mutuals) 
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“FINANCIALLY CAPABLE” 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


Ce (Fag 


Offices From the Atlantic to the Pacific 


i Gale & Stone, Boston. Justin Peters, Philadelphia. a 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 
Chicago, Milwaukee, Minneapolis, Omaha. 
Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco. 
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At Harvard Graduate School Of Business Administration 
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The George F. Baker Foundation Buildings At the Harvard Graduate School of Business Administration. 


Need For A Broad Executive Theory 


Opportunity Now Offered To Learn From Business Experiences of the 
Past What To Avoid and How To Proceed In the Present 


NLESS we admit that rules 

of thumb, the limited experi- 

ence of the executives in each 
individual business, and the general 
sentiment of the street, are the sole 
possible guides for executive deci- 
sions of major importance, it is perti- 
nent to inquire how the representa- 
tive practises of business men gen- 
erally may be made available as a 
broader foundation for such deci- 
sions, and. how a proper theory of 
business is to be obtained. The 
theory of business, to meet the need, 
must develop to such a point that 
the executive, who will make the 
necessary effort, may learn effectively 
from the experiences of others in the 
past what to avoid and how to act 
under the conditions of the present. 
Otherwise, business will continue un- 
systematic, haphazard, and for many 
men a pathetic gamble, with the fail- 
ures of each serious business depres- 
sion made up largely of the best 
moral risks. 


Reprinted from Harvard Business Review 


By WALLACE B. DONHAM 


Dean of the Harvard Graduate School of Business 
Administration. 





66 HE gipsy. in Asia Minor 

makes iron nails one at a 
time with a hammer on an anvil, 
just as his ancestors did before him 
for hundreds of years. I have seen 
him doing it; but I also observed 
that his small children were stark 
naked and that his larger ones had 
only one garment In in- 
dustry and commerce all things are 


become new.” : 
Charles W. Eliot 











No amount of theory can be a 
substitute for energy, enthusiasm, 
initiative, creative ability, and person- 
ality, nor will it take the place of 
technical knowledge. Now, however, 
all of these personal qualities may be 
coupled with an adequate technical 
equipment, and yet the executive of 
wide experience may fail through 
our inability to grasp the broad un- 


derlying forces controlling business, 
a knowledge of which would give a 
sound basis for judgment. It is a 
serious criticism of our business 
structure that it so long lacked an 
adequate method by which these 
broad forces may be appraised, their 
probable course charted, and their 
applications to individual executive 
problems made reasonably clear. 


The Importance of Business 
Precedent 


f Ba: need of a better theoretical 
basis for executive action exists 
in all lines of industry. Business de- 
cisions are now governed by the pre- 
cedents and practises current within 
each particular industry to an extent 
which makes these precedents almost 
comparable in weight with the prece- 
dents in the law. The inertia with 
which any large corporation or any 
individually managed business op- 
poses a departure from the habits, 
customary practises and precedents 
of that organization is well recog- 
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nized. These precedents and prac- 
tises are of various types. Within 
each industry competent leaders 
study their management problems 
constantly and each manager creates 
many precedents and practises which 
are the basis consciously or uncon- 
sciously, of his own decisions. Pre- 
cedents of this type are limited 
mainly to the industry of which his 
concern is a part if they are not 
wholly personal to his company. 


One of the assets which an em- 
ployer always has in mind when he 
engages a new _ executive from 
another company in the same indus- 
try is this background of personal 
experience, upon which he relies for 
the improvements to be accomplished 
through the newcomer. In addition 
to the localized precedents within 
each concern there is an increasing 
tendency for the interchange of such 
precedents among competitors and 
each industry as a whole thus tends 
to create within itself a structure of 
traditions which largely control the 
executive action taken in that indus- 


try. 


Business Precedents Limited to the 
Particular Industry. 


T is still true, however, that each 

industrial group learns and bene- 
fits little from the experience of other 
groups. An international banker dis- 
cussing the subject recently, referred 
to the fact that American business 
men typically know nothing of any 
business but their own as their most 
serious limitation in international 
competition and in their approach to 
current reconstruction problems. The 
recent economic disturbances culmin- 
ating in the business depression 
1920-21 afford complete and discon- 
certing evidence of the widespread ig- 
norance of the economic background 
of business in its application to par- 
ticular industries and especially of 
the lack of any adequate concept of 
the relation between the business 
cycle and individual executive prob- 
lems. The work of the Harvard 
Committee on Economic . Research 
was at this time so recent that few 
executives knew of its existence and 
fewer still had confidence in its fore- 
casts. 


The big swings of business occur 
perhaps once in a business genera- 
tion. The new generation of man- 
agers, as it approached the conditions 
of 1920, had great need for records 
in usable form of the experiences of 
1893, but no such records exist. 
With striking exceptions in the case 
of individuals who had been students 
of economics and were able to apply 
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their economic background to the 
problems faced in 1919-20, many of 
the most able and energetic industrial 
managers met with maximum diffi- 
culties during that severe depression. 
In many cases also the more stodgily 
managed concerns survived in better 
condition than their energetic rivals. 

The premium on the lack of initia- 
tive at certain stages of the business 
cycle can be removed only by ade- 
quate business records of widely dif- 
fering types, from which may be 
developed theories and precedents 
for use by the executive. This busi- 
ness generation owes it to its suc- 





MUTUAL 
INSURANCE 


MEETINGS 
TO BE 
HELD THIS 
SPRING 


These gatherings are discussed 


on Page 28 of this issue 











cessors to make such records that the 
new generation may approach the 
problems of some later depression 
with a background of proper infor- 
mation. Business needs not less 
theory, but much more. 


Failure of Business Men to Benefit 
From the Work of Economists. 


HE business cycle is perhaps 

more important to business men 
than any other phase of the economic 
background and economists have 
been for many years working on its 
phenomena. Notwithstanding _ this 
fact, business men were almost 
wholly unprepared for the depression 
of 1920. The difficulty is that the 
studies of the economist had not gen- 
erally been carried far enough into 
the executive problems of specific 
industries for the executive to use 
the results in his own business, and 
much more work has yet to be done 
before these results will be fully 
available. Each executive always 
feels that his own business is differ- 
ent from others. To a certain extent 
he is right, for the broad economic 
forces affect different industries with 


varying intensity and at different 
times, but no industry is immune 
from the operation of these funda- 
mentals. This feeling on the part of 
the executive that his business is 
different can be offset only by eco- 
nomic studies made from his stand- 
point, which are developed to the 
point where each manager may see 
how his business is in fact affected 
by these forces, and may understand 
the relation of his particular industry 
to other industries. 


Qo 


HE business man _ customarily 
feels that economists are too 
theoretical and have little to offer 
which is of value in his business. 
Consequently he minimizes the im- 
portance of their work. To some 
extent this feeling on his part has 
been justified. The slender resources 
of the economist have been inade- 
quate to enable him to gather the 
type of data most valuable to the 
business man,' and the economist’s 
point of view is social while the busi- 
ness man’s point of view must be 
primarily individualistic. This differ- 
ence between the social and the in- 
dividualistic interest affects even the 
form of the economist’s work, while 
its substance has generally been in 
fields well separated from those in 
which the business man must find the 
basis for his decisions. The failure 
of correlation between the business 
man and the economist arises also 
from certain inherent limitations in 
the intellectual training of the typical 
business executive. Inasmuch as 
most of the economists’ efforts deal 
with problems whose solutions are 
not directly applicable to business, 
the business man has usually failed 
to learn the language of the econom- 
ist. There is a resulting lack of un- 
derstanding of economic work which 
makes it difficult for him to appre- 
ciate its value. (For Note I See Page 8) 
Whatever the reasons for the con- 
dition, there are few connecting 
links between these two groups, and 
the work of the economist is not 
guiding the action of business men 
to the extent that it should. This is 
true of different types of industries 
in different degrees. The banker, 
with an adequate economic training, 
finds the point of view of the econ- 
omist close to that required for his 
most important executive decisions. 
He can, if he will, get much value 
for the conduct of his business out 
of this economic training and out 
of current economic thought. The 
banker deals with considerable 
groups of industries and is obliged 











to consider conditions which affect 
them all. His mental processes are 
less special and nearer the social 
point of view of the economist than 
is true of other business men. On 
the other hand, the manufacturer is 
rarely interested in economics except 
as he may be irritated by a difference 
of opinion on some national issue, or 
as he feels that they overlook the 
essentials of some practical operat- 
ing problem, for example in labor 
relations. He finds little in the work 
of the economist which he under- 
stands and less than he can apply in 
his own business. The economist has 
not carried his.work near enough to 
the executive problems of the manu- 
facturer to make it readily available. 
So far as each manufacturer can see, 
his business is in fact different from 
others. 


Need of Standards for Executive 
Decisions 


NDUSTRY also needs theoretical 

development of another type. Ev- 
ery executive is today handicapped 
by lack of information as to the 
methods by which other executives 
solve internal executive problems 
similar to his own. The accountant 
has built up a basis for gathering 
facts for use as precedents and back- 
ground for many decisions of this 
type, but almost universally account- 
ing data are limited to one concern. 
Recently there have been devised a 
few standard accounting systems ap- 
plicable to whole industries and, 
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when comparable figures are col- 
lected through the use of such sys- 
tems, the information so made pos- 
sible will give an industrial rather 
than an individual basis for action. 
This movement as yet has only a 
start outside of railroads and public 
utilities and while accounting meth- 
ods remain in the present unsystem- 
atic and unstandardized condition, 
the opportunities for using account- 
ing data to create standards and 
precedents are almost wholly limited 
to each particular concern. 


The technical and semi-technical 
problems of the major industries 
have for many years been subjected 
to serious study by engineers and 
managers, and while revolutionary 
changes affecting technical methods 
will result from the constant advance 
in the sciences, this side of business 
management is already far more 
scientific than the non-technical side. 
The greater advance in_ technical 
theory should be credited in part to 
the fact that the engineer must gen- 
erally leave records in a form which 
can be observed and used as prece- 
dents by other engineers. For exam- 
ple, layout problems, well solved in 
one plant, become with the growing 
conception of unity of interest within 
industries both valuable and avail- 
able for the use of others in the same 
industry. Technical development 
alone, however, is an unsound foun- 
dation for the successful conduct of 
any business, and unfortunately the 
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well worked out analyses and solu- 
tions of non-technical executive 
problems are not similarly recorded. 
They fail therefore to spread from 
one company to another and from 
one industry to another, as they 
should. This is true notwithstanding 
the usefulness of information affect- 
ing industry generally or particular 
industries as a whole, such as trade 
statistics, price series, wage data, in- 
terest rates, census reports and other 
data published by private and gov- 
ernmental agencies, which exist in 
considerable volume. 


owe 


| he a few limited fields there is 
already, through existing publica- 
tions, an exceptional basis for execu- 
tive action. Such services as Moody’s 
Manual furnish standards of great 
importance in the fields of public 
utilities and railroads. Here both ac- 
counting and operating conditions are 
standardized and the technical and 
non-techical problems are similar. 
The student of a particular utility or 
railroad may, from the data recorded 
in such manuals and in the Inter- 
state Commerce Commission and 
similar reports, form an excellent 
impression, easily supplemented by 
personal investigation on the ground, 
of the essential characteristics of a 
company investigated. On the other 
hand, while similar information in 
the industrial volumes of these man- 
uals is significant, it is less valuable 
than the information about railroads 
or utilities. No standards either of 
accounting or of operating conditions 
exist as to these miscellaneous indus- 
tries and there is infinite variety of 
technique. Moreover, the effect on 
such companies of fluctuations in 
commodity prices and other operat- 
ing conditions is much more marked 
than in the case of utilities, and the 
intervals between periods when in- 
formation is given are so long that 
no effective check on conditions is 
obtained. In large measure the diffi- 
culties which the investment banker 
has met in dealing with industrial se- 
curities arise out of considerations of 
this nature which affect the validity 
of conclusions drawn from the or- 


dinary data. 
ooOs 


HILE the exchange of experi- 


ences among different con- 
cerns, except as one hires the em- 
ployee of the other or as they com- 
pete in buying and selling, is very 
recent in its development, the ten- 
dency in this direction is a factor 
of much importance for the future 
of business methods. Every execu- 
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tive must have noted the marked dif- 
ference in this regard in the last 20 
years. Trade secrets of a non-techni- 
cal nature have ceased to exist in 
many well-managed plants, where 20 
or 25 years ago it was difficult for 
the manager of a competing concern 
even to visit. Such interchange is to- 
day generally possible and accepted. 
Whether this change in attitude 
should be attributed to the disclos- 
ure of facts brought about by income 
tax and similar governmental returns 
is for the present purpose immaterial. 
A revolutionary change in attitude 
has in fact started within the last 
generation. This change for obvious 
reasons is so far almost entirely 
limited to particular industries, for 
most of the interchange has been ac- 
complished through trade associa- 
tions and through personal contacts 
which are largely within each trade. 


On the other hand, the amount 
that each industry has to learn from 
the practises and precedents of other 
industries apparently far different in 
character is only just coming to be 
realized. Trade associations and 
business men’s organizations of vari- 
ous types have done something to 
improve conditions in this respect 
and organizations like the National 
Industrial Conference Board have 
made substantial beginnings in 
studies which are of interest to many 
industries. At the best these instances 
are exceptional. While in a few fields 
beginnings have been made through 
research, out of which much may be 
expected in the future, scientific 
standards for comparative tests of 
business efficiency do not now exist, 
and managers in one industry learn 
little from managers in other indus- 
tries. 


The Scientific Method and Business 
Theory 


N substance the theoretical back- 

ground for business stands today 
somewhat where the law in England 
and France stood in the period from 
1200-1300. In both countries the law 
was local to small territorial units. 
This corresponds to the present con- 
dition of business precedents and 
practises which are local to particular 
industries or companies. To a con- 
siderable extent also the decisions of 
the courts were based upon customs 
and upon the memory of each judge 
as to his own past practices. The 
present scientific development of law 
is an outgrowth of recorded legal de- 
cisions which have since 1195 in 
England,? and approximately 1252 to 
1271 in France,* formed the back- 


. generalizations 


ground for the study of legal prob- 
lems. 


All the pure and applied sciences 
of the present day have developed in 
the same manner. Before the scien- 
tific method came into use, the astrol- 
oger and the medicine man created 
fantastic hypotheses to account for 
the phenomena of nature. Sun, moon 
and stars ceased to be the subject of 
absurd and fantastic notions and 
were recognized to be under the in- 
fluence of laws controlling their 
ordered movements only after Coper- 
nicus, Keppler and others conceived 
the idea of recording and collecting 
systematically over a _ considerable 
period of time the facts about their 
movements. It was then possible to 
classify these facts in series and se- 
quences, and to develop from these 
records and classifications laws or 
theories which not only explained 
the present but gave a method of pre- 
dicting the future. 


Methods of research in science 
vary as widely as technique in busi- 
ness, but while the technique of re- 
search varies, the conception that 
scientific studies should be ap- 
proached through the collection and 
classification of facts and through the 
development from recorded facts of 
and theories into 
which the facts fit, is the basis of all 
science. This method has been ap- 
plied with great effectiveness to such 
fields as the law, which lack the 
exactness of natural sciences. In this 
respect business resembles the law 
more than the natural sciences, and 
therefore the probable course for the 
development of theory in business is 
more analogous to the similar de- 
velopment of the law than it is to 
chemistry or physics. It will require, 
however, the applications of the same 
scientific method. 


(Editorial Note: In the next sec- 
tion of this article will be discussed 
the development of the “case system” 
of teaching the executive theory of 
business.) 

*See Bullock: The need of endowment 
for economic research, Harvard Gradu- 
ates Magazine, June, 1915. 

*Pollock and Maitland: History of Eng- 
lish Law. Vol. 1, p. 169. 

*Continental Legal History Series. Vol. 
1, Part III, page 224. 
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The Journal of American Insur- 
ance publishes authoritative articles 
each month by professors in great 
American educational institutions as 
well as by men connected with the 
practical management of companies. 
Have this publication sent to your 
desk for $2.50 per year. 





Te first article of this series 
gave you the “Golden Pass- 
Key” that will unlock a farm- 
er’s mind and let you inside to ex- 
plain what your mutual insurance 
really means to him. 

You must make him think: “This 
is going to be good for me!” just as 
he did about that hot dinner pictured 
in the previous article. 

He won’t buy because you want 
him to; and he won’t buy merely be- 
cause he needs insurance. He needs 
lots of things, but he buys only what 
he wants; and he wants only what he 
has seen for himself is going to be 
good for him to buy. 

Go out and test that principle for 
yourself, Lean over the gate and say 
to some farmer friend: 

“Jim, we'd like to have you with 
us in our Mutual Insurance Com- 
pany. You need insurance, and I’d 
like to fix you up.” 

Right away, unless that farmer 
really feels that he owes you some- 
thing, he is going to start thinking up 
alibis and excuses. 

“Well, Tom, I’m not quite ready 
to talk insurance with you right now ; 
but take it up with me again some 
time in a few months or so, and I'll 
be glad to talk to you about it.” 


Qe 


HAT doesn’t mean a thing. It’s 
just apple-sass. Of course, it 
wouldn’t fool you for one moment; 
but lots of insurance solicitors—par- 
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Sell Him the /dea— 
He'll Buy Insurance! 


Second of a Series of Articles on Salesmanship, 
Especially Written to be of Service to Those 
Writing Farmers’ Mutual Insurance 


By CHARLES HENRY 
MACKINTOSH 


ticularly those who are young and 
green at the business—accept an alibi 
like that as though it were the next 
nearest thing to a contract. It’s the 
next nearest thing to being kicked off 
the farm; that’s what it is! 


In case some of your solicitors 
don’t already know it—and lots of 
folks who are trying hard to be sales- 
men don’t know it—you might re- 
mind them that they really musn’t go 
out with the idea that it’s their job 
to find farmers to whom mutual in- 
surance can be sold. That idea tends 
to make ’em talk in terms of “selling” 
instead of in térms of “serving.” 
Farmers don’t like to be “sold,” They 
like to buy what they want. The sec- 
ond a salesman tries to sell them 
something, they begin to build a bar- 
rier between themselves and that 
salesman. 


As soon as they hear the words 
“mutual insurance” and know what 
it is that this fellow has come to try 
and sell them, they start to resist, 
saying they have all they need, or 
they don’t need any now, or they 
don’t believe in mutual insurance be- 
cause maybe there'll be an assess- 
ment, or something, or anything to 
stop that fellow from trying to sell 
them. 
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Why rouse up all that resistance, 
right at the hardest point in the whole 
proposition, when first the salesman 
meets the prospect? Why not say in- 
stead, something that tends to make 
the farmer think in terms of his own 
self-interest? Do that, and he won’t 
be thinking up alibis and excuses. 
Make him think: “By golly, if my 
cow-barn burned down tonight, I'd 
be out pretty close to ten thousand 
dollars without a penny of protec- 
tion !” 

The farmer whose mind is filled 
with that kind of thought isn’t going 
to answer in alibis or say it with 
glowers. He’s going to be too much 
interested to say anything while the 
salesman goes ahead with his story. 


QoL 


OW can he be made to think 

that way? It’s so easy that few 
people ever think to try it. The fact 
is that the farmer already has his big 
barn and his fine herd of Alderneys 
or Jerseys floating mighty close to 
the top of his thought-tank. He’s 








A Farmer Likes and Deserves to Be Complimented When His Neatly Kept Place Reflects His Prosperity and Intelligence 
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more interested in them than he is in 
anything else around the farm, ex- 
cept perhaps the wife and children. 

If you care to test the truth of this 
out for yourself, it’s mighty easy to 
do so. Instead of saying: “Jim, we’d 
like to have you with us in our Mu- 
tual Insurance Company,” try some- 
thing like this instead : 

“Jim, I reckon you've 
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ciate his prized possessions. The sec- 
ond thing you’ve done is just as im- 
portant :—you’ve brought his mind 
around to the very place where you 
can start to show him where and why 
he needs and ought to want your kind 
of mutual insurance. 

Now that he’s thinking about his 
barn and his fine herd of cows, sup- 

pose you go on to 





got the finest herd of Jer- 
seys in this part of the 
State; and you sute do 
take good care of them, 
too, in that fine, big, mod- 
ern barn of yours!” 
What’s Jim going to 
think about that? What 
can he think, but “This 
fellow’s all right. He’s 
got sense. He knows 


to a bad end just as easily as to a 
good end, unless one keeps on the 
way one started. 

Here’s Jim, thinking about his fine 
barn and his prized herd, and how 
he has the equivalent of all of ten 
thousand dollars in Cal Coolidges 
best currency tied up right in that 
one spot. But what of it? It’s safe, 

isn’t it? Been right there 





say : 

“You must have 
a mint of money 
tied up in that one 
building. What 
with the barn itself 
and your herd of 
blooded stock, I 
reckon you’ve got 
all of ten thousand 
dollars right in that 








what’s what!” 

What's more, it will work out ex- 
actly the same way if, instead of 
knowing that farmer well enough to 
say “Jim’’ you have to start off by 
saying, “Mr. Erickson.” 


Well, what have you accomplished 
by getting Farmer Jim Erickson feel- 
ing all tickled inside that way? 
You've accomplished tzwo vital things : 
first, you’ve made him feel friendly 
towards you, and, you know, we 
must do business with friends 
even if we've got to make new 
friends on the spot because 
an enemy won't trade with us. Peo- 
ple don’t like to trade with strangers 
either ; but no one stops to think that 
you are a stranger, even if you were, 
when you start right out by making 
them feel friendly towards you. 

Well, that’s the frst big thing 
you've done for yourself by letting 
Farmer Erickson see that you appre- 
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for months and months, or 
years and years, and noth- 
ing ever happened to it 
yet! You see, Jim isn’t 
ready to think about in- 
surance just yet. There’s 
another step or two to be 
taken before his mind will 
be that far along the road 
to readiness. 





one spot?” 
DOD 


IVE him a chance to say “All of 

that!” or “Nearer half as much 
again!” or whatever he wants to say. 
And right now you may have to re- 
sist a temptation to unmask your 
main battery of big guns and say 
‘Let me insure it fer you!” or some- 
thing like that. If you do, you'll be 
sorry. Jim will stop thinking about 
his nice barn and his fine cows and 
about what a discerning fellow you 
are ; and he'll start thinking: “Blamed 
if he ain’t peddling insurance!” 


Then he'll resist, maybe even 
harder than he would have done if 
you'd started right out to sell him 
some insurance, because then he 
wouldn’t have had to change his 
thoughts with such a jerk! 


A good start is a good 
start; but that’s all it is. It can lead 


Next, you must bring 
him to realize the pos- 
sibility of his property not being 
quite so safe as he hopes it is. He 
won't think that kind of thought on 
his own accord, you may be sure. 
lolks don’t. They put unpleasant 
and painful ideas like that just as far 
out of their minds as they can. Yet, 
Jim has got to realize the risk he’s 
running with that ten thousand dol- 
lars worth of property, before he'll 
he ready even to consider the ques- 
tion of buying ten thousand dollars 
of protection for it. That obviously 
irue, isn’t it? 

Well, how shall we make him real- 
ize that without scaring him to death 
or making him mad? If we were to 
blurt right out “Maybe it will btrn 
down tonight!” you know what Jim 
will do. He'll start to think up rea- 
sons why it won't; and he'll be mad 
at you for even suggesting that it 
might. All right, then, we won’t talk 
(Continued on page 28) 
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Such Spectacular Accidents As This Call Attention Vividly to the Hazards of Automobiling 


Auto Insurance Then and Now 


Interesting Summary of Motor Car Coverage From It’s Small 
Beginnings to Big Volume of Today 


HE business of insuring auto- 

mobiles, as contrasted with 

many other forms of insurance 
such as fire, marine and life, is still 
in its infancy. The first automobile 
insurance contracts date back but lit- 
tle more than a quarter of a century. 
People of the present generation who 
scarcely have reached middle-age can 
recall the time when the motor car 
was merely an experiment within the 
field of transportation improvements, 
when the business of producing motor 
cars had not yet emerged as an Ameri- 
can industry. What a transformation 
has been accomplished within a rela- 
tively short period! In scarcely more 
than twenty-five years the production 
of motor cars has developed at such 
a phenomenal pace as almost to sur- 
pass the power of human compre- 
hension. Not only has a great in- 
dustry been established, but also an 
entirely new branch of the insurance 
business has been called into being to 


By AVARD L. BISHOP 
Professor of Business Administration, 
Yale University 


ARTICLE VIII 


assume the manifold risks entailed 
upon owning and using the product 
of the industry. As a setting for the 
subject of this* articlke—Automobile 
Insurance—there will now be given a 
few outstanding facts regarding the 
automobile industry, particularly with 
regard to its development in this 


country. 
Qoasa 


T the beginning of the year 1927, 

there were between twenty-two 
and twenty-three million motor 
vehicles registered in the United 
States. Eighty thousand of these 
were motor coaches, and an addi- 
tional three million were motor 
trucks. The balance, not far from 
nineteen and a half million were pas- 
senger cars. In the calendar year 


1926, the motor car manufacturers of 
the United States produced over four 
and a quarter million new cars, and 
this tremendous number does not in- 
clude the substantial outputs of their 
Canadian branches. We hear much 
nowadays of the great magnitude of 
certain of our industries, particularly 
those that pertain to iron and steel 
production, packing-house products, 
the refining of petroleum, the output 
of chemicals, and so on. We should 
not wish to minimize the importance 
of these or other outstanding indus- 
tries that might be listed, nor do we 
wish to deny their importance in 
American life. But the annual value 
of the output of motor vehicles of all 
kinds surpasses the annual value of 
the product of any of the industries 
just mentioned. This means that, 
from the standpoint of annual value 
of product, the automobile industry is 
our premier industry at the present 
time. 
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And the people of this country are 
the greatest consumers of motor cars 
of any people in the world; about 
eighty-five per cent of all motor ve- 
hicles in operation throughout the 
whole world are owned by American 
citizens resident within the United 
States. Our manufacturers not only 
supply an overwhelmingly large pro- 
portion of our cars but a substantial 
export trade in automobiles has been 
built up to meet the foreign demand. 
According to figures that we have 
seen attributed to the National Auto- 
mobile Chamber of Commerce, the 
automotive industries of the United 
States in the year 1926 consumed 83 
per cent of the rubber, 50 per cent of 
the plate glass, 12 per cent of the 
copper, and 12 per cent of the iron 
and steel consumed by all industries 
in operation in this country. Surely 
the present magnitude of the motor 
car industry—a growth of about two 
and a half decades—almost surpasses 
the power of human comprehension. 


oo 


S every thinking owner of an 

antomobile can testify, it is diff- 
cult to exaggerate the manifold haz- 
ards attendant upon the ownership 
and operation of a motor car. It has 
been said, in effect, by a keen ob- 
server of automobile hazards that 
about the only condition under which 
a motor car itself is immune from 
the possibility of accident, or may be 
rendered incapable of inflicting in- 
jury to other property or to persons, 
is when the gasoline tank has been 
completely drained, when the battery 
has either been removed or discon- 
nected, and when the inanimate ma- 
chinery has been stored away in a 
fireproof receptacle. The author of 
this idea certainly knew what he was 
talking about. 


When a motor car is ready for 
operation its possibility to receive in- 
jury and, under certain conditions, 
even of doing injury is considerable ; 
when it is in actual operation on the 
highway, the possibility of its receiv- 
ing and -inflicting injury is multiplied 
a thousand-fold. It is said that the 
twenty-three million automobiles in 
this country travel each year, on the 
average, something like four thou- 
sand miles each—a grand total of 
approximately 90,000,000,000 miles. 
Great potential possibilities for acci- 
dent are here involved, and the same 
is true when the machines are receiv- 
ing gasoline at filling-stations, when 
they are parked at the curb or on in- 
clines, when they are in garages for 
repairs, and so on. Surely the haz- 
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Just Another One of the Scores of Disasters 
Which Occur Daily 


ards surrounding the car itself, other 
forms of property, and the public as 
well, are great and manifold. 


Now there are of course various 
ways of viewing and handling such 
risks. The owner may assume them 
himself if he so desires ; and if he has 
an accident he will settle the claims 
adjudged against him if he is finan- 
cially able, or he will collect from the 
other party, if he can, if he suffers a 
loss himself. Time and again, how- 
ever, this plan has Proved to be the 
financial undoing of the owner. An- 
other method for the owner to handle 
his risk problem is to transfer it to 
an insurance company for an agreed 
consideration and let the company do 
the worrying. Such companies are 
specialists in risk assumption, and 
they perform what to many seems a 
miracle by changing individual un- 
certainty as to accident into practical 
certainty, so far as the company is 
concerned, as to the number of acci- 
dents that will happen in a given time 
to a certain larger number of cars. 
The individuals virtually pool their 
risks and pay a proper premium to 
the company that takes over the risks. 
Thus there is created a fund out of 
which those who suffer accidents may 
be indemnified. This, as every well- 
informed person knews nowadays, is 
the function and business of insur- 
ance, and, as we view it, he is a wise 
motor car owner who transfers his 
motor risks to a competent insurance 
company. As a matter of fact, many 
persons who now own and enjoy 
their automobile would feel it incum- 
bent upon themselves to get rid of 
the machine for good and all if it 
were necessary for them to assume all 
the worry and uncertainty attendant 
upon the operation of a car without 
insurance coverage. Under such a 
condition of affairs they would soon 
be nervous, if not financial, wrecks. 


HE magnitude of the motor in- 
dustry, and the hazard brought 
into being by its product are the only 
limitations to the possible expansion 
of the automobile insurance business. 
Here was and is a great field for fire 
and casualty insurance, and the com- 
panies and their representatives have 
not been slow to embrace the oppor- 
tunity of serving the motor-owning 
public by assuming all or a part of 
their risks for a proper consideration. 
In order that an automobile owner 
may shift his risks resulting from 
such ownership to an insurance com- 
pany (or companies) several forms 
of coverage must be purchased ; each 
of these has a history of its own and 
was devised to meet the situation as 
the demand arose. In order to be in 
line for indemnity for possible hap- 
penings to the car itself, fire and theft 
insurance would be considered first 
in the normal case. Collision cover- 
age also would be necessary to make 
it certain that the owner would be 
indemnified for injuries to the car 
through collision. But these three 
types of insurance do not afford com- 
plete protection to the car itself, for 
neither gives coverage for damage 
from water leakage, earthquake, 
tornado, or explosion. A thorough 
canvass of the situation would prob- 
ably disclose still other hazards that 
would have to be insured against if 
an “all-in” coverage for the car were 
desired. It is probably fair to say, 
however, that the average owner, so 
far as insurance against damage to 
the care is concerned, stops at fire 
and theft, although collision insur- 
ance is, of course, in considerable de- 
mand. 

Coming now to a consideration of 
the hazards of the car owner and op- 
erator as relating to the potential 
damages that may be done by the ma- 
chine itself to the property of other 
people and to individuals themselves, 
the types of coverage necessary to 
meet the situation are property dam- 
age and public liability, it being as- 
sumed that the owner, if he has a 
chauffeur among other employees, is 
carrying compensation insurance for 
protection against possible injuries to 
all of them. From what has been 
said, it is evident that to meet all of 
the potential hazards involved in mo- 
toring, many forms of insurance are 
necessary. To describe the origin 
and development of each of these 
would necessitate the writing of a 
volume of substantial size. All that 
we may hope to do here is to give 
a few pertinent facts regarding some 
of the more common forms of cover- 
age purchased. 





N this country, two types of com- 

panies control the automobile in- 
surance business. Fire and marine 
companies sell coverage for the haz- 
ards of fire, theft, collision, and other 
possible happenings to the car itself 
such as by tornado, explosion, or 
earthquake. Public liability and prop- 
erty damage coverage is sold by 
casualty companies—the latter selling 
collision coverage as well. 


It is said. that fire insurance on 
automobiles started in this country in 
1902, the coverage being for both fire 
and transportation. The story runs 
that the desired.coverage was for fire, 
but that transportation insurance was 
practically thrown in to make certain 
that the contract was legal, in that it 
was issued by a marine insurance 
company ; the transportation feature 
made it certain of course that the 
policy truly was a marine contract. 
This and other early automobile fire 
policies excluded coverage for fire 
originating within the car itself. By 
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1905, however, this restriction was 
removed so that the coverage was 
virtually complete. 


All of the earlier fire policies were 
based on the sound principle of in- 
demnifying the insured for his actual 
loss on the day of the fire. For some 
reason or other, however, certain 
companies began selling policies of 
the valued type; and this same form 
of policy came also to be issued cov- 
ering the hazards of transportation 
and theft. The significance of the 
valued policy, as of course many 
readers will understand, is that when 
the policy was written a valuation 
was placed on the car, and if loss oc- 
curred during the life-time of the 
policy, the insured, instead of being 
indemnified for his loss, was paid the 
sum representing the valuation orig- 
inally made, with no deduction for 
depreciation. Now everybody knows 
that an automobile in use depreciates 
in value very fast and largely for this 
reason it was inevitable that the val- 
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ued policy as applied to automobile 
insurance would in time through a 
process of selection be eliminated. 
This is what has happened. For the 
past six or seven years the valued 
policy has scarcely been heard of. In 
some parts of the country the pen- 
dulum swung the maximum distance, 
so to speak, for there came to be is- 
sued a form of policy whereby the 
company agreed to indemnify the 
owner for the actual cash value of 
the car in case of fire, no principal 
sum at all being mentioned in the 
policy. 
DO 


la covering the hazard 
of theft of automobiles is said 
to have been written by American 
companies for the first time in 1905. 
This type of coverage on a car be- 
came linked up with the fire insur- 
ance policy covering the machine in 
question, and as is well known the 
same general plan is still followed. 
(Continued on page 26) 


Myriads of Automobiles and Each One a Prospect for Some Live Mutual Company 
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Mutuals Are Winning America 


HE story of mutual insurance in America for 

1927 is being written. The record is shaping 

itself in statistical tables and detailed reports. 
The summarizing chapter has yet to be compiled, but 
sufficient information is in our hands to justify us in 
saying that the past year has been the biggest in the 
growth of the mutual idea. All the indications avail- 
able support the belief that it has been the most pros- 
perous year for those who believe in and practise 
this form of insurance. 

It is our natural impulse to congratulate the army 
of mutual policy holders upon their good fortune, 
which, of course, is to congratulate the owners of 
mutual insurance companies. The policy-holder and 
the profit-maker are one and the same person. When 
the cream rises to the top of mutual companies it is 
not for the skimming of a select few, but for the 
benefit of all. 

And yet in speaking of good fortune we are not 
thinking of anything fortuitous. It is not in chance 
happening that the mutual idea finds it success, 
but in the very genius of the theory and principles 
which underlie it. It grows because it is fundamen- 
tally sound; it is in accord with the ideals which are 
at the heart of American life, and as those ideals find 
ever more complete and effective expression the 
mutual movement in insurance marches with them. 
It is winning America because it is in the very nature 
of America to respond to it. 


Every development of our modern life is tending 
toward emphasis of the mutual principle. The stream 
of progress under the direction of science sets with 
stronger current toward the intensifying of our in- 
terdependence. More and more we realize that indi- 
viduals and groups must live with the help of one 
another, must prosper in the recognition of common 
rights and common interests. The old idea of the 
strong few sustaining itself at. the expense of the 
many weak is passing from the world; the old idea 
of the intelligent few promoting its own good at the 
cost of the slower multitude belongs to an era which 
history records but which the future must obliterate. 
It is inherent in the growth of civilization, with its 
increasing intimacies, its multiplying relations, that 


its security should come to rest upon mutual effort 
and responsibility. 


Ooo 


RECISELY as the cable is strong because it is 

woven of many strands, so the mutual idea is strong 
because it is wrought thru the intertwining of a vast 
number of individual interests. And every single interest 
goes in its full strength to the strengthening of the cable 
as a whole; and the cable as a whole becomes the security 
of every strand. 

Mutual companies seek the advantage of the 
many at the lowest possible cost to each unit. That 
is one element which makes powerful appeal to men 
and women who think of life in American terms. 
Each contributes his share, not that a special few 
may profit, but that all may be strong, and in order 
that the strength of all combined may be the pro- 
tection of every member. That is the American ideal, 
written into the charters of our institutions, toward 
the fuller realization of which the national energies 
are constantly directed. Every taxpayer is a mutual 
policy-holder in American government. He makes 
his contribution on the theory that a certain propor- 
tion of his tax shall go to national insurance, to the 
maintenance of national defense against the hazards 
of war, and that from the surplus there shall be paid 
back to him benefits of. general improvement or serv- 
ice. If the surplus be big enough to warrant, it 
comes back to him in lowered taxes, in reduced pre- 


* miums on his policy. That is the mutual idea. For more 


than a century it has provided for the progress and 
security of the country. It is not an experiment. It 
is the greatest demonstrated success in the history 
of mankind. 


a 


N fire and casualty field mutual insurance as a spe- 

cial application of this national principle, builds its 
strength by a selective process. It seeks as units in its 
mutual groups those who have given evidence of fitness 
to appreciate its principles and benefits. It shoulders 
the responsibility for its success squarely upon the pol- 
icy-holders, who, as the only beneficiaries, are necessar- 
ily stimulated to a thrift and care which increases their 
own profits or lowers their costs. It is an educational 
factor of the greatest value in promoting prevention of 
fire and accident. 


Nor is it possible to over-emphasize the impor- 
tance of the growth of mutual insurance as a means 
of strengthening and stabilizing the whole national 
economic structure. In the measure in which the 


_ hazards of enterprise are adequately provided against 


by that foresight which we call insurance, in that 
measure is the business life of the country given 
confidence and the capacity to remain unshaken when 
sudden disaster comes. Nothing halts business so 
quickly as apprehension, and apprehension preys 
upon the mind when provision for the unforeseen is 
lacking. Mutual insurance is pooled strength to meet 
the unexpected mischance of tomorrow; the reser- 
voir of stored water against the day of drouth. Happy 
is the man who in that day has his pipe line from 
the reservoir. He can go about his business without 
worry. 

The Journal of American Insurance can afford to 
be optimistic. These pages have made cheerful and 
stimulating reading during the past year. In 1928 
the outlook is they will have an even better message. 
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Life Lights Against a Business Background 


Y friend and I had been at- 

tending the regular weekly 

meeting of the Literary Club. 
The exercises of the evening at an 
end we chatted awhile. Then he 
looked at his watch. 

“We have just time to catch the 
9:47,” he said. “Let’s go.” 

“But there is no train until 10:03,” 
said I, 

“Oh, yes there is,” he countered. 
“T looked up the time-table the other 
day. There is one at 9:47. It will 
get us home a quarter of an hour 
earlier.” 

“All right,” I agreed. “If you 
know your time-table we'll make it.” 

We were both suburbanites, and 
these evening affairs downtown cut 
into our sleep. Conserving 15 min- 
utes was worth while. Saving min- 
utes is always worth while if you 
have some good use to make of them. 
As I have remarked before in these 
articles the only way to save time is 
to use it to advantage. 

A brisk walk in the frosty night 
air brought us to the station with 
two minutes to spare. As we passed 
the information desk my friend que- 
ried, with assurance in his voice, 
“Express north at 9:47?” 

“Nothing until 10:03,” replied the 
bored youth, who had been answer- 
ing similar questions all evening. I 
grinned unfeelingly at the student of 
the time-table. 

“Nonsense,” said he. 
there is a 9:47. Come on.” 

I followed. After all my friend 
might be right. He ought to be right. 
He was, by vocation, an actuarial ex- 
pert. Statistical tables were his spe- 
cialty. It was his business to be 
right in matters of detailed and pre- 
cise information, especially where 
figures were concerned. 

We reached the door to the plat- 
form, where the usual official stood 
on guard. Confidently my guide and 
monitor sought to pass. 

“What train?’ asked the official. 

“The 9:47,” answered my friend. 

“No 9:47. Nothing until 10:03,” 
said the official with finality. 

I grinned again. For the first time 
the expert in statistics looked discon- 
certed ; but he rallied. 

“But there was a 9:47. Has it been 
taken off?” he demanded. 

“Never was,” laconically replied 
the official as he turned to answer the 
question of some other traveler. 


My friend strode across the wait- 
ing room to a rack holding time- 


“T know 


By S. J. DUNCAN-CLARK 


tables, selected the right one for his 
destination, ran his eye down it, 
placed his finger beneath a figure, and 
called my attention to it. 

“T knew I was right,” he declared. 
“See, there it is. Northbound 9:47. 
These fellows don’t know their own 
time-tables.”’ 

Back, in triumph, he hastened to 
the official. 

“There you are,” he said. 
sure there was a 9:47.” 

“Look at the star and the foot- 
note,” said the official. 


My friend looked again. After the 
“9:47” was a small asterisk. He 
glanced down at the footnote which 
it indicated. “Sunday only,” it said. 
This was Wednesday. 

“What do you know about that?” 
he exclaimed. “They ought to make 
those darned stars bigger. Well 
we're in time for the 10:03 anyway.” 
I grinned for the third time. 


“T was 


oo 


HEN he began to moralize about 

it. And the substance of his re- 
marks as we journeyed out on the 
10:03 was something like this: 

“That teaches me a lesson—a les- 
son in the dangers of partial infor- 
mation. As far as I went my facts 
were right, but I didn’t go far 
enough. I overlooked the asterisk. 
At my time of life, and considering 
my profession, I ought not to need 
such a lesson; but, I guess, none of 
us is infallible. Certainly there are 
a lot of fellows I know who are try- 
ing to make a success of business and 
of living on partial information, and 
most of the failures I have seen have 
been due to just that cause. A man 
goes into a deal, attracted by certain 
features of it, only to discover later 
that if he had dug a little deeper he 
would have found other features not 
nearly so promising. Or a man lis- 
tens, as you did, to some acquain- 
tance who talks with assurance of 
great knowledge; he takes his state- 
ments without checking them, and 
learns, perhaps with consequences 
more serious than you suffered to- 
night, that his informant was only 
partially informed. 

“T like to give information. I guess 
all of us do. It tickles our vanity to 
tell the other fellow something he 
did not know; but I am afraid often 
it is really misinformation we are dis- 


seminating. Certainly I mean to be 
more careful in the future. It pays 
to have all the facts before you talk, 
and to check up carefully on what 
you are inclined to assume to be facts 
—to look for the asterisk and the 
footnote. Come to think of it there 
are mighty few facts that do not 
have an asterisk and footnote at- 
tached, something to qualify them, 
something to limit them to certain 
times or circumstances. [acts are 
dangerous things to act on until you 
know all their relations. I had a 
fact tonight, but it was related to 
Sunday instead of to Wednesday, 
and that made all the difference in 
its usefulness for my purpose. Four 
days from now it will be a good and 
usable fact, but tonight it was use- 
less. My friend, I apologize for mis- 
leading you.” 

I assured him there was no occa- 
sion for an apology. We relapsed 
into silence. Each of us scanned his 
evening paper as the train rushed on 
thru the night. We neared my get- 
ting off point, and as I folded my 
paper and prepared to say goodnight, 
he spoke again. 


pS ig 


66™ ZOU know,” he said, “the things 
people want us to believe are 
usually printed in big type, and the 
things we ought to know are just as 
often in fine print. Too many of us 
are going thru life as mere headline 
readers. It is the fellows who read 
the small type who really know.” 
“Millside,” shouted the conductor. 
The train slowed up and I got off, re- 
flecting that my friend had put a 
permanent asterisk into my thinking 
with a footnote warning which it 
would be well to heed. 


oon 


Left Out 
“What made you oversleep this morn- 
ing ?” 
“There are eight in the house, but the 
alarm was only set for seven.” 
—N. Y. C. Magazine. 


Of Two Evils 
Fond Parent—‘Now, Doris, if you 
won’t kiss your uncle, I shall have to send 
you to bed.” 
Doris (after a few moments’ silence)— 
“Very well—good-night, mama.” 
—The Humorist (London). 


An Afterthought 
Professor (after being fished out of the 
water)—“The worst. of it is that I have 
just remembered that I can swim!”— 
—Notenkraker (Amsterdam). 
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MUTUAL INSURANCE ISSUES POLICE 


(1) FIRE SWEPT SHIP SINKS—What is said to have been a $1,000,000 conflagration in the harbor of (2) MILLION DOLLAR BEEF ROAST—A& 
Hoboken, N. J., took as its chief toll the S.S. Senaca, bound for a southern trip packing plant in Kansas City wet® 

(;) WHEN CAR MEETS CAR—What happened in San Francisco when two automobiles tried to occupy (4) HUNDREDS OF NEW CARS BURNED 
the same spot at the same time. One driver was slightly injursd display of fire fighting apparatus, but the flamé 
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J COVER SUCH DISASTERS AS THESE 


oa million was lost when the Morris & Company 
1 as a blizzardy, four-below-zero day 

muh a New York warehouse brought out a great 

with stubborn vigor until immense damage was done 


(3) NO FIRE ESCAPES—An old hotel in Ossining, N. Y., five stories high, burned so quickly that three of 
the guests lost their lives despite the efforts of the firemen 
(6) MOTOR COACH SKIDDED-— Slippery pavements started this Oakland, Calif., vehicle on a caper during 
which it struck a street car and then crashed through a service station. Nobody hurt 
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Development of Aviation Insurance 


Review of Aviation Insurance in the United States 


HE demand for aviation cover- 

age now comes principally from 

the operators of twenty Con- 
tract Air Mail routes. These are 
relatively safe and as such are in- 
surable. In addition there are five 
hundred odd “free lance” aircraft 
operators, many of whom are daily at- 
tempting to make their 
enterprises as safe 
as possible. Business 
stability of any sort 
is largely dependent 
upon the completeness 
of protection against 
insurable hazards of- 
fered by underwriters. 
The fact cannot be 
overemphasized that 
underwriters as_ well 
as operators are 
jointly responsible for 
the solution of the 
aircraft transportation 
problem. 

As in most forms 
of insurance, the ap- 
plication blank is of 
vital importance in 
aviation underwriting. 
So important are the 
questions contained 
therein that the under- 
writers usually will 
not consider a request 
for the insurance 
against any hazard 
until a complete an- 
swer is given to each 
question. The appli- 
cation blank is copied 
verbatim and _ incor- 
porated in the policy 
as a “Schedule of 
Warranties”. The an- 
swers given thus be- 
come an integral part 
of the contract. Mak- 
ing warranties of each 
of these vital answers 
strengthens the posi- 
tion of the wunder- 
writer. A warranty 
must be literally true 
and the slightest devi- 
ation from the exact truth will void 
a contract based on warranties. This 
is but just to the underwriters, for 
each and every question has a direct 
bearing on the determination of the 
degree of hazard assumed. 

There are as many different appli- 
cation blanks as there are companies 


Photo by P. & A. 
Result of a Balky Engine Becoming Unruly in the Sky. Luckily the Pilot 


By STEPHEN B. SWEENEY 


Assistant Professor of Insurance 
Wharton School of Finance and Commerce 
University of Pennsylvania 
ARTICLE IV—THE INSURANCE 
OF THE AVIATION HAZARDS 


writing aviation insurance. All of 
those examined have a remarkable 





Escaped With Only a Few Bruises. 


uniformity. This seems to indicate 
that there must be much uniformity 
of thinking on the part of those 
skilled in aviation underwriting, 
despite the contention of some of 
them that their field of insurance 
must long remain in the realm of the 
“mysteries”, 


sesides the general information 
(as to the name of insured, amount 
of coverage, etc.) requested in all 
application blanks, we have the fol- 
lowing unique to aviation insurance: 

1. The territory over which the 
airplanes will be operated. 

2. The safety devices carried on 
the airplanes and fire 
fighting apparatus in 
the plane and in the 
hangar. 

3. The practice of 
the operator as to 
periodic overhauls of 
the engines and the 
time regularly allowed 
to elapse between such 
overhauls. 

4. The facilities the 
operator has for sal- 
vaging and repairing 
airplanes. 

5. Any damage that 
was suffered during 
test flights of the air- 
planes. 

6. Any novel, ex- 
perimental or untried 
features the airplanes 
in question may con- 
tain. 

7. Any claims that 
have been made by 
the operator, as well 
as the number and the 
cost of all accidents 
suffered by the opera- 
tor during the previ- 
ous year. 

These inquiries are 
made more specific by 
two schedules, one of 
the aircraft and one 
of the pilots. The 
former requests par- 
ticulars as to manu- 
facture, registry 
number, crew and pas- 
sengers normally car- 
ried, number of hours 
flown and the depre- 
ciation allowance. 

The pilot schedule 
shows the hours flown 
in all types of planes, particularly 
the type to be insured. The pilot’s 
accident history is also reqtired in 
minute detail. 

The above facts are a summary 
of those requested prior to the issu- 
ance of aviation property insurance. 
Practically the same information, 
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however, is required from the appli- 
cant for any form of aviation insur- 
ance. Even a personal insurance 
(i. e. life and accident) applicant 
must give such details as the type, 
make and age of the aircraft in which 
flight is contemplated. The require- 
ment that the pilot must be named 
reminds us of the obsolete marine 
insurance requirement that the cap- 
tain of the vessel must be named 
and accepted by the underwriter be- 
fore the coverage is complete. 


It will be recalled that the term 
property hazards has been used 
broadly in these articles to include 
those surrounding the aircraft and 
ground facilities, the cargo, and 
finally, the hazard of destruction of 
the insured’s buildings, etc., by a 
crash of a strange aircraft. Even the 
most conservatively restricted mu- 
tuals may be drawn into the field 
of aviation insurance by their fire 
risks requesting extension of their 
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policies to cover the last named 
hazard. 


The coverages for the aircraft are 
four: First—fire, lightning and 
transportation; second — accidental 
damage, (very often called “crash in- 
surance’); third—tornado, cyclone 
and windstorm; and fourth—theft, 
robbery and pilferage. These insur- 
ances are granted separately or as a 
unit under what is called a “Com- 
bination Policy.” 

Of thirty-six conditions found 
in a more or less typical aircraft 
policy, twenty-three are identical with 
or closely similar to the conditions 
found either in the New York Stand- 
ard Fire Policy or in the typical 
automobile fire, theft and transpor- 
tation policy. These twenty-three 
familiar conditions relate to war- 


ranties by the insured, the exclusion 
of extra property, other insurance, 
cancellation, limitation of liability to 
actual cash value, exclusion of the 
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war hazard, abandonment, losses for 
which bailee for hire is liable, defini- 
tion of noon, misrepresentation and 
fraud, title, assignment before a loss, 
encumbrances, renting or leasing, 
racing or speeding, protection of sal- 
vage, co-operation of the insured in 
the recovery of insured property, 
proof of loss, subrogation, appraisal, 
payment of loss, suit against the com- 
pany, and the terminal clause em- 
phasizing the warranty basis of the 
contract and limiting the powers of 
agents as to waivers, etc. 

A 100% coinsurance clause is 
usually present. This gives rise to 
some complicated figuring of depre- 
ciation because of the nature of the 
risk. Usually there is an advance 
agreement that the depreciation of 
the airplane and the engine will be 
determined by the number of hours 
flown before the claim. The hours 
allowed (before the planes and en- 
gines become valueless “insurance 
wise”) may range from five hundred 
to nine hundred, according to the 
likerality of the underwriter. Re- 

(Continued on page 30) 


Swarms of People Crowding on a Landing Field Worried the Pilot, Until This Odd Accident Occurred 
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PLATE VII—Direction and Frequency of Rainfall Spread—Summary. August and September, 1905-1924. Correlation by Months and Sec- 
tors, for a Period of 20-years (1905 to 1924 Inclusive) for a Tenth of An Inch or More of Rainfall (2P. M. to 9 P. M.) at the U. S. 


Weather Bureau Station, New York City. 


REMARKS—tThe Direction of the Rainfall Spread Is Developed from the Daily Rainfall Graphs, Plates I to VII, Inclusive for Each Month. 
The Underwriting Importance of the Rainfall Spread Is Discussed in Article No. II of This Series. The Symbol “Zero” Shows That There 
Were No Rainfall Spreads from the S., SE. and SW. Sectors of the Rainfall Area. There Was Only One Spread Each for the N. and E. Sec- 
tors. The Former in September and the Latter in August. Both Rainfall Spread and Rainfall Occurrence Decrease Gradually from August 


notr—Observations Made by Automatic Self-Recording Raingage and Checked with a Direct-Measurement-Non-Recording Raingage. 
Standard Instruments Located on the Roof of the Station Building, New York City, 394 Feet Above Sea-Level. 


to September. 


Both U. S. Weather Bureau 
Values Transferred from Spaced and Timed Instru- 


ment-Record-Sheets After Being Converted Into Comparable Figures and Verified for Tabulations. 


The Rainfall Hazard 


Fundamental Factors Related to This Weather Risk and Their 
Practical Application to Underwriting 


While these observations, on test- 
ing, for the electric charge in rain- 
fall, and in snowfall were being 
obtained, a number of well-devised 
experiments were made to determine 
the electrical effect of each obvious 
process that takes place in the thun- 
derstorm. Freezing and thawing, 
air-friction and other things, were 
tried, but none produced any electri- 
fication. Finally, on allowing drops 
of distilled water to fall through a 
vertical glass of air, of sufficient 
strength to produce some spray, posi- 
tive and important results were 
found, showing :— 

1. That breaking of drops of wa- 
ter is accompanied by the production 
of both positive and negative elements 
(ions) that pass to the poles, in the 
process of electrolysis. 


2. That three times as many neg- 


ative ions, as positive ions, are re- 
leased. 

These results are most important, 
in view of the fact that a strong up- 
ward current of air is one of the most 
conspicuous features of the thunder- 
storm. This upheaval is always evi- 
dent in the turbulent motions of the 
giant heads of the cumulus clouds 
that are the outward, visible sign of 
thunderstorm development. More- 
over, this turbulent condition is ex- 
hibited and proved by the occurrence 
of hail, a frequent thunderstorm 
phenomenon, whose formation re- 
quires the carrying of rain-drops and 
the growing hailstones, repeatedly 
upward, to cold, and therefore high 
altitudes. Under these conditions an 


By COLONEL JOHN P. FINLEY 


Consulting Meteorologist and Manager 
National Storm Insurance Bureau, 
New York City 


Article IV. Rainfall Diurnals. 
Tenth Section Continued 


updraft of at least eight meters per 
second, must occur. Experiments 
show that rain cannot fall through air 
of ordianry density, whose upward 
velocity is greater than about eight 
meters per second, or itself fall with 
greater velocity through still air. In 
such a current, or with such a ve- 
locity, drops large enough to force 
their way down, or through the action 
of gravity, to attain a velocity of 
eight meters per second, or more, are 
so blown to pieces that the resulting 
spray is carried aloft, or left behind, 
together with all the original smaller 
drops. It is therefore evident that 
the updrafts, within a cumulus cloud 
frequently must break-up, at about 
the same level, myriads of drops, 
which through coalescence, have 
grown beyond the critical size, and 
thereby, according to Simpson’s ex- 
periments, produce electrical separa- 
tion, within the cloud itself. Obvious- 
ly, under the turmoil of a thunder- 
storm, the drops of condensed vapor, 
may be forced through the cycle of 
union and division, of coalescence and 
disruption, from one to many times, 
with the formation at each and every 
disruption of a correspondingly in- 
creased electric charge. The turbu- 
lence compels mechanical contact be- 
tween the drops, whereupon the elec- 


tric charges break down the surface 
tension and insure coalescence. 
Hence, once started, the electricity of 
a thunderstorm is perpetuated and 
grows to a considerable maximum. 
The Simpson experiments demon- 
strate that the heavy rain of a thun- 
derstorm is positively charged, and 
the gentler portions negatively 
charged, and these are the facts re- 
corded in confirmation of the obser- 
vations. The Simpson experiments 
and theory of the origin of the elec- 
tricity, in thunderstorms, have been 
abundantly supported by laboratory 
tests, and simulative experiments. 
Therefore, the one essential to the 
formation of the towering cumulus 
cloud, viz:—The rapid uprush of 
moist air, is also the one essential to 
the generation of the electricity of 
thunderstorms. Hence, the reason 
why lightning seldom, if ever, occurs, 
except in connection with a cumulus 
cloud, for the only process that can 
produce the one is also the process 
that is necessary and sufficient for the 
production of the other. 


From observations, and from the 
graphic descriptions of the few bal- 
loonists, who have experienced the 
trying ordeal of passing through the 
heart of a thunderstorm, it is known 
that there is a violent vertical mo- 
tion, and much turbulence in the in- 
terior of a large cumulus cloud. We 
have already shown how this motion 
is related to the formation of hail. 
It is also important to add that the 
violent motions, in large cumulus 
clouds, motions having great vertical 
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PLATE VIll—Direction and Frequency of Rainfall Spread—Details—August and September, 1905-1924. Correlation by Months and Sec- 
tors for a Period of 20-years (1905 to 1924 Inclusive) for a Tenth of An Inch or More of Rainfall (2 P. M. to 9 P. M.)at the U. S. 


REMARKS—“Times’’ Show Da'ly Changes in Direction of Rainfall Spread. 
Rainfall Spread in the Sectors Indicated. The Maximum Rainfall Occurrence is in the NE. Sector for Both Months. 


from the NE. in Both Months. 


Weather Bureau Station, New York City. 


“Days’’ Show Daily Changes in Rainfall Occurrence. ‘‘Zero’’ Shows Daily Absence of 


The Average Maximum Rainfall Spread is 


The West and Northwest Sectors, in August ani*September, Show An Increased Rainfall Spread at the Expense of the N., NE. 


and E. Sectors. The Samé Result Appears When Compared with the Rainfall Spread in the Three Preceding Months of May, Jun and July. The Westerly Spread 
is Most Pronounced on Sunday and Wednesday. The Northwesterly Spread is Most Pronounced on Monday, Tuesday and Thursday. The Northerly and Easterly 
Spreads Have Been Replaced by the Northeasteriy Spread, the Maxima of Which Have Appeared on Sunday and Tuesday. The Injluence of the Day of the Week 


Appears More Pronounced in August and September, Than in the Preceding Months of May to July, Inclusive. 
) Show One Repeat or Two Occurrences. | 


components, as well as a high degree 
of turmoil, are never exhibited by 
clouds of any other kind, nor met 
with elsewhere by manned, sounding 
or pilot balloons. Therefore, the 
cumulus is preeminently the thunder- 
storm cloud, and the thunderstorm 
is preeminently the precoursor of the 
most violent local storms. 


According to the position of the 
cumulus cloud, with respect to the 
nearest barometric LOW, its latitude 
and its four quadrants, we may desig- 
nate thunderstorms, as _ Tropical, 
Cyclonic, Tornadic and  Hagelic 
(adapted from the German for 
Hail). The first class is associated 
with the hurricane LOWS of the Dol- 
drums, in the Tropics; the second 
class with the LOWS of the temper- 
ate zone; and the third and fourth 
classes, with the SE and NE quad- 
rants of the LOWS of the temper- 
ate zone. In all forms of Weather 
Insurance, the thunderstorm must be 
reckoned with, and its origin, devel- 
opment, distribution and classifica- 
tion, should be fully understood in 
the scientific rating of these hazards. 
Not less important, to Aviation In- 
surance, is a critical knowledge of 
thunderstorm occurrence and distrib- 
ution, and the qualified air-pilot 
should be required to possess some 
practical knowledge of these basic 
storms. The leading authority on 
thunderstorms, in the United States, 
is Dr. William J. Humphreys, Pro- 
fessor of Meteoroligical Physics, 
U.S. Weather Bureau, Washington, 
D. C., and I have drawn liberally up- 


Numbers Enclosed in Squares 


See Note Plate VII 


on the results of his important in- 
vestigations, in this subject. 

This cumulus formation attends all 
cyclonic development, whether result- 
ing in the manifestation of thunder 
and lightning or not. Although the 
flash (electrical explosion) and its 
attendant noise, from the atmos- 
pheric compression wave produced, 
may not be observed, the interior of a 
cumulus cloud, from its inception, is 
the source of atmospheric electricity, 
growing more dangerous with its in- 
creasing voltage, as the cloud en- 
larges, especially upward, indicating 
the uprush of warm, moist air. 

As convection sets in, the tempera- 
ture decreases near the base of the 
cloud, soon approximates the adia- 
batic gradient for dry air, and this 
condition extends gradually to greater 
altitudes, until the temperature dif- 
ference between the rising and adja- 
cent air is at a maximum. In this 
situation, we find the cause of the 
violent uprush and turbulent condi- 
tion obtaining within large cumulus 
clouds. 

Atmospheric conflicts and turmoil 
of the character, above indicated, may 
occur at any place along the protru- 
sion or valley of the low-pressure 
basin. They often do occur, even 
simultaneously, here and there, along 
its entire length, and together, form 
the well-known Line-Squall. Under 
these conditions, the whole cyclonic 
area moves forward, in general, from 
the west to the east, maintaining for 
many hours its identiy of form and 
nature. This valley of low-pressure, 
and also its line of thunderstorms, 


Explanation of Symbols:—Numbers in Brackets 


Show Two Repeats or Three Occurrences. 


must travel with it in the same gen- 
eral direction, and with approximate- 
ly the same velocity. 

A line or row of thunderstorms, 
as indicated, in a Line-Squall, always 
moves across its own axis, not neces- 


sarily at right angles, but always 


across, and not parallel to it. The 
chief reason for this movement is the 
fact that the valley itself, together 
with its accompanying thunderstorm 
conditions travels across and not 
along its own direction. The tem- 
perature distribution in the wake of 
a thunderstorm renders the occur- 
rence of an immediate sucessor im- 
probable, because of the lack of con- 
ditions favorable to temperature con- 
trast. The wind has suddenly shift- 
ed to the west and northwest, and 
much cooler air prevails. Therefore, 
while a considerable number of 
thunderstorms may, and often do, 
travel abreast, they can never follow 
each other closely in file. 

Thunderstorm winds are peculiar 
to the storm itself. At first, they are 
usually from the south or southwest, 
in the northern hemisphere, and from 
the north and northwest in the south- 
ern hemisphere. In both cases, they 
blow more or less directly across the 
progressive path of the storm itself. 
The winds are usually gusty, and this 
character usually continues through 
the earlier portion of the disturbance, 
followed, as the storm passes, by a 
change to the general direction of the 
original surface wind. 

We again remind the reader that 
this type of storm owes its origin to 
that vertical convection which results 
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from a more or less super-adiabatic 
temperature gradient. It. is this 
gradient, no matter how established, 
whether by simple surface heating, or 
by the over and under running of lay- 
ers of air of widely different tem- 
peratures, that permits or rather 
forces, the production of the cumulus 
cloud, in which and by the motions of 
which, the electricity that character- 
izes the thunderstorm, is generated. 

It is important to bear in mind that 
the passage of a cumulus cloud over- 
head, however large, it may be, so 
long as no rain is falling from it, 
does not greatly affect the direction 
and magnitude of the surface wind, 
nor does it bring on any of the fa- 
miliar gusts and other thunderstorm 
phenomena. Therefore, the rain is 
an important factor, both in starting 
and in maintaining the thuderstorm 
winds, for they do not exist before 
the rain begins, nor continue after the 
rain has ceased. In this connection, 
it cannot be assumed that the rain is 
the whole cause of the thunder- 
storm winds, for they do not accom- 
pany other and ordinary showers, 
however heavy the downpour may be. 
The thunderstorm winds grow the 
storm itself and bear a peculiar rela- 
tion to the electrical origin of these 
disturbances. 

Thunderstorms may be classified 
according to their periodic recur- 
rence. While they may develop at 
any hour of the day they neverthe- 
less have three distinct periods of 
maximum occurrence:—(1) Daily, 
(2) Yearly and (3) Irregular Cyclic, 
Each maximum depends upon the 
basic facts that the more humid the 
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PLATE 1X—Correlation of Daily Rainfall Curves in--August, 1905 to 1924. For the Weekly 

Period, Sunday to Saturday, Inclusive. Rainfall of a Tenth of An Inch or More for the 

Hours 2 P. M. to g P. M. During Twenty Years (1905 to 1924 Inclusive) at the U. S. 
Weather Bureau Station of New York City. 


Correlation of Daily Rainfall Curves in August for the Weekly Period, Sunday to Saturday, Inclusive. 
Rainfall of a Tenth of An Inch or More for the Hours 2 P. M. to 9 P. M. During 20 Years (1905 to 1924, 
Inclusive) at the U. S. Weather Bureau Station of New York City. Explanation of Symbols:—Numbers 
Enclosed in Brackets ( ) Show One Repeat cr Two Occurrences. Numbers Enclosed in @ Square 

Show Two Repeats or Three Occurrences. The Column Headed, ‘‘Number of Days of No Rainfall,’ eans 
Days on Which the Rainfall, If Any Occurred, Was Less Than One-Tenth of An Inch, Between the Hours 
of 2 P. M. and 9 P. M, *The Days of the 22nd, 23rd and 28th of August Had No Rainfall from 2 P. M. 
to 9 P. M. of a Tenth of An Inch or More, During the 20-Year Period, 1905 to 1924, Inclusve. All of the 
Other Days of the»Month Are Represented by Precipitation Within the Prescribed Limits. **The Years 
sone and 1923 Had No Record cf Rainfall in August, from 2 P. M. to 9 P. M. of a Tenth of an Inch or 
More. 


All of the Other Years of the 20-Year Period Are Represented by Precipitation Within the 


Prescribed Limits. 


air and the more rapid the local ver- 
tical convection, the more frequent 
and also the more intense the thun- 
derstorms, naturally, for the reason 
that it is rapid vertical convection of 
humid air that produces them. 


The Daily Land Period:—This 
period reaches its maximum of con- 
tinental thunderstorms between the 
hours of 2 and 4 P. M. because the 
vertical convection produces the heav- 
iest condensation and largest cumulus 
clouds during the afternoon at the 
hottest part of the day. 


The Daily Ocean Period:—This 
period, for reasons already explained, 
principally the high specific heat of 


PLATE X—Correlation of Daily Rainfall Curves—September, 1905-1924. For the Weekly 

Period, Sunday to Saturday, Inclusive. Rainfall of a Tenth of An Inch or More for the 

Hours 2 P. M. to 9 P. M. During Twenty Years (1905 to 1924 Inclusive) at the U. S. 
Weather Bureau Station of New York City. 


Correlation of Daily Rainfall Curves in September for the Weekly Period, Sunday to Saturday, Inclusive. 


Rainfall of a Tenth of An Inch or More for the Hours 2 P. M. to 9 P. M. During 20 Years (1905 to 1924, 


Inclusive) at the U. S. Weather Bureau Station of New York City. Explanation of Soubets: Agere; 


Enclosed in Brackets ( ) Show One Repeat or Two Occurrences. Numbers Enclosed tm a Square 

Show Two Repeats or Three Occurrences. The Column Headed, “Number of Days of No Rainfall,’ eans 
Days on Which the Rainfall, If Any Occurred, Was Less Thaw One-Tenth of An Inch, Between the Hours 
of 2 P. M. and 9 P. M. *The Days of the ist, 3rd, 4th, 7th, 12th, 14th, 16th, xoth, 25th and 26th of 
September Had No Rainfall from 2 P. M. to 9 P. M. of a Tenth of An Inch or More, During the 20-Year 
Period, 1905 to 1924, Inclusive. All of the Other Days of the Month Are Represented by Precipitation 
Within the Prescribed Limits. **The Years 1908, 1911, 1913, 1914 and 1917 Had No Record of Rainfall 
in September from 2 P. M. to 9 P. M. of a Tenth of An Inch or More, All of the Other Years of the 
20-Year Period Are Represented by Precipitation Within the Prescribed Limits. This Analysis of Rainfall 

Occurrence Shows a Steady Decline from May to Sept , Inch 





water, reaches its maximum of thun- 
derstorm occurrence between mid- 
night and 4 A. M. 


The Yearly Land Period:—This 
period reaches its maximum thunder- 
storm occurrence during the hottest 
months of the year, when the amount 
of the surface heating and the verti- 
cal temperature gradient are at their 
maximum. 


The Yearly Ocean Period:—This 
period reaches its maximum thunder- 
storm occurrence in the winter when 
temperature gradients become most 
favorable to vertical convection. The 
average decrease of temperature with 
increase of elevation is least in sum- 
mer when thunderstorms are fewest, 
and greatest in winter when thunder- 
storms are most frequent. 


The Cyclic Land Period:—This 
period reaches its maximum thunder- 
storm occurrence in warm and wet 
years, and its minimum occurrence in 
cold and dry years, dependent upon 
the variations of vertical convection. 


The Cyclonic Ocean Period :—This 
period reaches its maximum thunder- 
storm occurrence in cold and dry 
years, and its minimum in warm and 
wet years. The former is most favor- 
able to vertical convection over large 
water areas. The observations to 
confirm these conclusions are not as 
complete as in the case of the Cyclic 
Land Period. 


CONCLUSIONS. 


The following important insurance 
lessons are to be derived from the an- 
alytical discussions in this Article. 

(Continued on page 27) 
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When Wheat and Oats Yield Heavily the Potato or Corn Crop May Be a Failure 


Crop Hazards and Their Insurance 


Continuing A Series of Articles On the History Of Efforts to Offer the 
Farmer Protection Against Years of Failure 


ROP insurance has had a color- 
ful history. Judged by the 
ledger accounts of the under- 

writing companies, the predominating 
color, up to and including the year 
1920, was red. Since 1920, however, 
the experience has been more favor- 
able and gives promise of developing, 
at least on a small scale, into a suc- 
cessful line of insurance. This recent 
experience will be reviewed in this 
article, together with a summary ref- 
erence to the future development of 
the field. 

New Features in Crop Insurance 

Since 1920, the trend in crop insur- 
ance has been characterized by three 
distinct movements. In the first place, 
attempts to cover, over a wide area, 
the major crops of grain and cotton 
have been abandoned and instead the 
field has been limited to selected areas 
where more intensive farming in 
vegetables and fruits is carried on. 
Secondly, instead of placing the in- 
surance directly with the farmer, it 
is becoming more and more the prac- 
tice to handle it through cooperative 
organizations. Thirdly, the insurance 
has been used mainly for credit pur- 
poses. 

Areas and Crops Covered 

Y limiting the development of 
crop insurance to regions where 
a more intensive type of farming is 
maintained, the insurance company 
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ARTICLE III 


has been able to place a considerable 
volume of insurance within a com- 
pact and fairly homogeneous area. 
This has the obvious advantage of 
superior supervision. In the earlier 
experiments where the insurance was 
placed directly with individual farm- 
ers, and spread over large areas, and 
with crops having. a.much smaller 
value-yield per acre, the company en- 
countered one of its leading difficul- 
ties in the proper placing of the in- 
surance. There was.a constant desire 
on the part of the applicant to get 
more insurance per acre on his crops 
than the quality of the soil and past 
records of yields would warrant. The 
rate was not considered if the limit 
of liability was high enough to guar- 
antee a good yield. 

This “human equation” hazard was 
especially great in insuring grain 
crops since in many instances a pay- 
ing yield will not be produced unless 
proper cultivation is maintained. 
Where the insurance is limited to 
smaller areas and to crops having a 
fairly high yield in value per acre, 
the proper placing and supervising of 
the insurance is greatly improved 


and a much larger margin of safety 
on the contract can be obtained. It is 
clear, however, that the company by 
this method is subjecting itself to 
unusual risks in the form of a sweep- 
ing storm that would be less dis- 
astrous with a wider spread. 

The areas and crops in which this 
insurance has been developed within 
recent years, and with some measure 
of success, include selected regions in 
several states of the South, and on 
the Pacific Coast. The list includes 
fruit and truck crops of tomatoes, 
celery, peas, etc., principally in the 
Carolinas, Georgia, and Florida. It 
includes sugar cane in Louisiana. 
Rice has been insured during the past 
season in selected areas in Texas and 
Louisiana. Long Staple cotton has 
been covered in the Yuma district of 
Arizona and in Southern California. 
On the Pacific Coast, the list of crops 
covered includes the citrus crops of 
Southern California (principally to 
protect against the frost hazard) 
grain, and truck crops in central and 
northern California and fruit (prin- 
cipally apples) in Washington and 
Oregon. 

The list of crops and areas just 
presented appears formidable. Com- 
pared with the development in other 
lines of insurance and with the pos- 
sibilities in this field, however, it is 
only a start, though it is a rather 
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promising one. The few companies 
now in the field are in no measure 
competing for the business, but rather 
limiting their volume to selected risks 
in selected areas in an attempt to 
gradually develop a profitable and de- 
pendable business. 


Insurance Placed Through 
Cooperative Organizations 


T has been found that better super- 

vision is also obtained by issuing 
the insurance to cooperative organi- 
zations rather than direct to the 
farmer and to an increasing extent 
this is becoming the practice. The 
contract takes the form of a blanket 
or master policy upon which the co- 
operative organization issues certifi- 
cates of insurance to its members. 
The company is thus assured of a 
considerable volume of insurance, 
covering a period of two or three 
years, and placed with a single super- 
vising organization which is either a 
cooperative marketing association or 
an association organized especially to 
provide credits or advances to its 
members. This association is finan- 
cially much more responsible than the 
average farmer; and adjustments of 
loss are generally more equitable 
when made thru a central organiza- 
tion of this kind. 

No uniform policy is used by the 
insurance company because of the 
diversity in types of crops and con- 
ditions demanded by each organiza- 
tion. The insurance usually covers, 
however, all of the crop hazards in- 
cluding frost, drought, storms, plant 
disease and animal pests. In practi- 
cal operation, the risk of a market 
decline in price is, also, sometimes 
included though this hazard is not 
enumerated in the insuring clause. 
It thus guarantees to the insured at 
least a minimum return on his crop, 
the amount of insurance per acre be- 
ing a conservative figure but at least 
enough to enable him to put in a crop 
the following year. 


Insurance Used As Collateral 
for Credit 


O an increasing extent it has be- 

come the practice in recent years 
to use crop insurance to secure addi- 
tional credit from banks or finance 
corporations, the policy serving as 
collateral for the loan. Where this is 
done, the immediate benefit from the 
insurance redounds to the lender, the 
policy being taken out by the loan 
company and covering the major part 
or all of its advances to the farmer. 
Indirectly and fundamentally, how- 
ever, the benefit of the insurance goes 
to the borrowing farmer and its ex- 
pense becomes a part of his carrying 
charges on the loan. 
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Assume, for example, that a rice 
grower farms land capable of yield- 
ing a normal crop of $80 per acre in 
value. Being unable to finance the 
crop, he turns to his local banker for 
credit. The credit is arranged with 
the understanding that advances are 
to be made as needed during the crop 
season up to, say, $40 per acre, such 
advances to be used only for actual 
outlays on the prospective crop: for 
fertilizer, seed, sowing, cultivating, 
etc., and to be repaid from the pro- 
ceeds of the crop. 

If these advances are to be paid in 
the fall, it is clear the farmer will 
need to realize at least a half a crop 
at a market price near that which 
prevailed at the time the advances 
were made. 

The risk which both farmer and 
banker run is that of a substantial 
failure, placing the farmer in a posi- 
tion of being unable to carry on an- 
other year and the banker of being 
unable to collect his loan. If insur- 
ance is taken out by the banker, it 
will be to cover these advances, or at 
least 75 per cent of the total amount 
advanced, with a definite maximum 
limit of, say, $30 or $40 per acre. 
If a total loss then occurs, the banker 
will be reimbursed for his loan, or 
the major part of it, and the farmer 
in turn, having his loan correspond- 
ingly decreased, and being in a posi- 
tion to borrow, can carry on another 
year. 


The cost of this insurance is, of 
course, added to the price paid by the 
farmer for his credit. Without a 
crop policy, he will usually pay from 
6 to 8 per cent. With the insurance 
premium added, his charges will 
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amount to from 11 to 14 per cent. 
This seems like a high rate to pay, 
and it is high, but, when compared 
with the increased costs many farm- 
ers pay on open accounts with local 
merchants and with the unusual 
strain of a complete failure which 
occasionally occurs, it is believed to 
be worth the price. 


A Credit Crop Contract 


CONTRACT used during the 
past season covering rice and 
meeting the requirements of the illus- 
tration just given will be briefly sum- 
marized. 


The insuring clause covers loss or 
damage resulting from wind, excess 
moisture, drought, insects or disease 
but excepts any form of negligence 
or inability on the part of the appli- 
cant or grower to properly handle the 
crop such as ample provision for 
labor, harvesting and marketing fa- 
cilities. Then follows a form for the 
description of the crop including 
acreage, variety of rice, amount to 
be advanced per acre and a summary 
column for total insurance which is 
the amount advanced per acre multi- 
plied by the total acreage. 

There follows several interesting 
warranties by the applicant including 
a statement : 

1. That the applicant holds a crop 
mortgage as a first lien on the insured 
crop. 

2. That the crop insured is the entire 
crop in which the applicant has any inter- 
est. 

3. That neither the crop nor the land 
has been damaged by any of the perils 
insured against prior to the date of appli- 
cation. 

4. That the mortgagor and/or the ap- 
plicant will be responsible for the proper 
care of the insured crops. 

Important descriptive conditions of the 
contract read: 

“The purpose of this insurance is to in- 
demnify the assured against loss or dam- 
age, as hereinbefore provided, and as else- 
where limited, to an extent not exceeding 
the amount by which the proceeds realized 
from any cutting, prior to the termination 
of this contract, of crop or crops on the 
insured acreage, may be less than the 
actual amount of the assured’s interest as 
represented by advances made to the owner 
(subject to limitations as below set forth) 
plus interest collectible from the owner.” 

“This company shall not be liable for 
any greater amount of loss or damage per 
acre than the amount per acre which the 
assured has actually advanced to the 
grower, and which the grower has actually 
spent in making, and harvesting his crop, 
up to the date of occurrence of loss or 
damage.” 

There are provisions relating to re- 
porting of a loss, the keeping of ade- 
quate records of the amounts realized 
on the crop and the usual other con- 
ditions common to insurance con- 
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tracts. In addition, the company may 
cancel the contract covering the en- 
tire acreage or any portion thereof 
upon return of the unearned pre- 
mium prior to June 15 if a poor 
stand is in prospect. 


This epitome is sufficient to show 
the important characteristics of this 
contract. Used by the banker as col- 
lateral for credit, it serves the addi- 
tional and more fundamental purpose 
of insuring the farmer at least a frac- 
tional part of the value of a prospec- 
tive crop, a fraction sufficient to 
cover the major part, at least, of his 
prime costs of production. 


It should be observed that while it 
is, thus, possible to insure the major 
part of the prime costs of production 
in rice and in the intensively-farmed 
truck areas and in fruit, it is a much 
more difficult task in the major crops 
of grain and cotton where the margin 
between ultimate market value and 
costs is a much more slender one. 
This emphasizes, also, the extreme 
importance of insuring only those 
crops and areas which are cultivated 
by competent farmers; for the more 
incompetent the farmer the greater 
crop values. There is, too, a natural 
desire on the part of this type of 
farmer to insure. 


The Hazard of a Decline in Market 
Price 


N addition to insuring against 

specifically enumerated hazards of 
weather and plant disease such as 
was done in the contract just sum- 
marized, some companies have so 
worded their contracts that they in- 
sure, in a measure, against a market 
decline in the price of the product 
when accompanied by damage caused 
by one or more of the enumerated 
hazards. Thus, assume a crop to be 
insured up to $40 per acre with a 
crop in prospect of $80 per acre at 
prevailing prices. At harvest time a 
fair crop has been produced but a 
drop in the market has reduced its 
value to $50 per acre. If, then, dam- 
age by storm reduces the value of the 
crop below $40, the company would 
become liable for the difference be- 
tween the remaining value of the 
crop and the insured value of $40 
per acre, assuming that the full 
amount had been spent in producing 
the crop. This liability, it is clear, 
has been caused in part by the storm, 
but in part also, by an unforeseen 
market decline. 


The problem of properly handling 
this market hazard is a very real one 
in crop insurance. The disastrous ex- 
perience of 1920 is not easily forgot- 
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ten, and some of the pioneers in the 
field, in particular, feel that it should 
not be covered. 


There is being launched for the 
season of 1928, a plan of crop insur- 
ance on the Pacific Coast in which 
the contract definitely eliminates the 
price hazard. This is not the first in- 
stance in which this hazard has been 
excepted; but it is the first instance 
in which a contract has been framed 
which definitely eliminates this haz- 
ard without employing rather devious 
and ambiguous provisions. 
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A Pacific Coast Plan 


HE provisions of the Pacific 

Coast contract which have a 
bearing on the price hazard can best 
be presented by applying them to a 
specific example such as grain in 
Washington. The applicant is asked 
to enter an estimate of the average 
price per bushel of his prospective 
crop. Assuming his crop to be 100 
acres of wheat, he will enter an esti- 
mated price of say $1.20 per bushel. 
The company then insures, as a basic 
figure, 50 per cent of this $1.20 esti- 
mate, or $.60. The applicant also es- 
timates the probable yield of his pros- 
pective crop which might be 25 
bushels per acre. Multiplying this 
yield by the $.60 gives a limit of in- 
surance per acre of $15.00 which, 
when multiplied by the acreage, gives 
a total amount of insurance of $1500. 
The premium varies with. the section 
of the state from $3 to $8 per $100 of 
insurance. It is modified, also, by 
certain surcharges made for special 
endorsements and credits given for 
irrigated land and for a percentage 
below the 50 per cent used above as a 
basic figure. 
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The policy then provides: 

“That in the event of loss hereunder in 
accordance with the terms and conditions 
hereof, if it shall be determined upon the 
adjustment of any such loss that the aver- 
age of the prices per unit F. O. B. (at 
shipping point) during the period from 
July 1, 1928 to Sept. 15, 1928, received for 
grain of like kind and of quality and 
grade similar to that which said crops 
would have produced, had no such loss 
or damage thereto occurred, is less than 
the average price per unit hereinabove 
estimated by the applicant, the amount of 
insurance applying per unit shall be re- 
duced in the same proportion that the as- 
certained deficiency in such actual average 
price per unit bears to the estimated aver- 
age price per unit, the amount of insur- 
ance applying per acre and the limit of 
insurance applying on said crops to be re- 
duced accordingly, ratable proportion of 
the premium to be returned to the appli- 
cant in the event of such reduction in the 
amount of insurance.” 

This provision limits the policy to 
a guarantee that the farmer will raise 
at least a half-crop and receive for it 
the average price prevailing during 
the season. It is apparently an at- 
tempt to place crop insurance on an 
indemnity basis similar to that in fire 
insurance,—adjusting the liability at 
the time of loss in the light of pre- 
vailing market values. As long, how- 
ever, as the original amount of in- 
surance covers only an estimated 50 
per cent or less of prospective values, 
it hardly seems necessary to make a 
subsequent adjustment to be sure that 
payment is made for losses actually 
sustained. These losses may, how- 
ever, and occasionally will be, due in 
part to a decline in the market. 


Summary 


HE experience to date in crop 

insurance is not unlike that of 
other new lines of economic en- 
deavor. Certain features have proved 
desirable, certain others have not, 
while others remain for additional 
testing. Some of the undesirable fea- 
tures in this type of insurance have 
already been stressed and it will be 
necessary here only to briefly review 
the salient points which appear to be 
necessary to a sound development of 
this line. 


It is somewhat trite to say that a 
prerequisite to the success of this in- 
surance is salability. The importance 
of this point, however, warrants final 
emphasis. The insurance should be 
attractive to the better class of farm- 
ers and the insured should be, to a 
considerable measure, the same group 
each year. Stated negatively, it 
should not attract the shiftless farmer 
who occasionally “tries out” the in- 
surance to see if the benefit received 
cannot be made to exceed the pre- 
mium paid. To attract desirable risks 

(Continued on page 29) 
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Automobile Insurance 
(Continued from page 13) 


Theft insurance is now viewed in an 
entirely different light by the issuing 
insurance companies from the way in 
which it was regarded in the begin- 
ning. Two decades ago, the business 
of stealing cars had not yet emerged ; 
cars were few in number, they were 
easily identified, and there was no or- 
ganized business for spiriting them 
away from the owner. So lightly did 
some companies view the theft haz- 
ard in these earlier days of motor car 
insurance that, it is said, the theft 
coverage was at times added to the 
fire policy without asking any addi- 
tional premium. But times have 
changed. Nowadays, inasmuch as 
eight to ten automobiles per hour on 
the average are stolen for each hour 
of the day throughout each year, the 
insurance companies view the theft 
hazard as a very serious matter ; and 
on those types of cars the ownership 
of which can not so easily be estab- 
lished the cost of theft insurance has 
become relatively great. 

The public liability type of automo- 
bile insurance is said to date prac- 
tically from the very beginning of the 
car as a commercial venture. Auto- 
mobiles from the first experiments 


with them have been recognized as a 
tremendous potential possibility for 


inflicting injury upon or causing 
death to third parties, to say nothing 
of their power to harm the owner 
himself ; so that the demand for pub- 
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lic liability coverage has practically 
always been strong. It is probably 
fair to say that the average automo- 
bile owner thinks more of his public 
liability coverage than all other forms 
of automobile insurance that he car- 
ries. We have seldom heard a man 
complain of the rates charged for 
the public liability feature of his in- 
surance, for he realizes that this is a 
risk entirely too great for him to as- 
sume himself, especially if he is a 
responsible citizen. 

Considerable change has_ been 
brought about in the public liability 
policy since its inception. The ten- 
dency has been in the direction of 
broadening the coverage, and in edu- 
cating the public up to the point of 
buying a much larger coverage than 
was formerly the case. Time was 
when the total Jimit of liability as- 
sumed by the insurance company un- 
der a single policy was $2,500. Now- 
ailays it is common for the insured to 
purchase the $5,000-$10,000 cover- 
age, although in very recent times, 
$:25,000-$50,000 policies, or even 
larger ones, are coming into demand. 
It is possible that the movement in 
this direction may not end until the 
principal sum will be eliminated en- 
tirely from the policy, the insured 
buying, for a due consideration, a 
policy giving him unlimited cover- 
age—coverage up to any amount 
which, in case of serious accident to 
a third party, a court of competent 
jurisdiction might assess against the 
insured. 


ROPERTY damage, a form of 

insurance well described by its 
name, emerged with respect to the 
automobile about 1900. Originally 
the coverage did not extend to the 
loss of use of the property injured 
by the automobile, but it was not 
long before this feature was added. 
For many years the maximum 
amount of this insurance usually 
bought was $1,000, but in more re- 
cent times, with the rise of the gen- 
eral price level and of the cost of 
effecting repairs, the public is be- 
coming educated up to the necessity 
of increasing the amount of this form 
of coverage. An important feature 
of the modern property damage in- 
surance, as related to automobiles, is 
what is known as the “omnibus en- 
dorsement,”’ whereby the insurance 
holds when the car is being driven 
for pleasure or business by any one 
who has been granted permission by 
the insured to drive the car. It is 
hardly necessary to add that property 
damage does not hold in races or if 
the operator is under the legal age 
limit for drivers, 


The writing of collision insurance, 
authorities state, dates from about 
1907 so far as American casualty 
companies are concerned. Soon it 
was written also by fire and marine 
companies. Full collision coverage 
was not given from the first, the 
twenty-five dollar deductible form of 
policy being the usual type—the com- 
pany not being responsible for dam- 
ages in a collision when the amount 
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of the damage was under twenty-five 
dollars, and only for the excess above 
this amount in more serious acci- 
dents. When it was found by experi- 
ence that a high percentage of the 
claims were in excess of twenty-five 
dollars, rates had to be increased to 
meet the situation. In time, the de- 
mand came for full collision cover- 
age, so this form of insurance was 
offered by the companies, the twenty- 
five dollar deductible plan being still 
sold to those who demanded it. 
Finally, the twenty-five dollar deduc- 
tible plan virtually passed out of ex- 
istence, being replaced by a one-hun- 
dred dollar deductible form, and later 
in addition to this a fifty-dollar de- 
ductible plan. Many are the motor 
car owners who have been fooled by 
the deductible feature of their col- 
lision coverage, thinking, for exam- 
ple, that under the fifty-dollar deduc- 
tible plan it would be well to have the 
collision repair bill fifty-five dollars, 
let us say, so that the insurance com- 
pany would pay it all. Never but 
once, however, did he make such an 
error of interpretation when he found 
to his amazement that the insurance 
company paid $5.00 of this amount 
and that he himself had to pay the 
lion’s share. 


Qo 


F the uninformed were asked at 

random what percentage of the 
automobile owners in this country 
were carrying insurance, the guesses 
we surmise would run anywhere 
from fifty to ninety-five per cent, and 
the balance of uninsured on this 
basis would run all the way from 
fifty to five per cent according to 
such guesses. As a matter of fact, 
competent authorities have estimated 
that something like sixty per cent of 
the automobile owners of this coun- 
try are not carrying motor insurance. 
We are not able to substantiate these 
figures nor to deny their correctness, 
but we would risk an opinion that so 
far as fire and theft coverage is con- 
cerned more than forty per cent of 
the owners are insured. We should 
be more inclined to accept the sixty 
per cent estimate of uninsured as cor- 
rect with respect to public liability 
and property damage coverage. On 
the assumption, however, that sixty 
per cent is a correct figure, there are 
close to fourteen million owners of 
automobiles assuming their motor 
risks themselves. As the public be- 
comes better educated as to the ad- 
vantages of insurance, it seems rea- 
sonable to expect that, even assuming 
no further growth of compulsory 
automobile insurance, a much larger 
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proportion of car owners will, within 
a reasonable length of time, be in- 
sured. The risk is far too great for 
an individual himself to assume, 
especially in these days of high court 
awards for personal injury. There 
are those who take the ground that 
the ownership and operation of an 
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IN PHILADELPHIA, PA. 
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Betsy Ross at the Direction of General 

George Washington, Who Advocated 

Such a Banner to Bring Different Fac- 

tions of His Army Into Accord Under 
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automobile should be a privilege only 
for those who either are financially 
competent to pay damages for which 
they are responsible or who are far- 
sighted enough to shift the risks 
which the operation of an automobile 
entail to a responsible insurance com- 
pany. 
sO 


Rainfall Hazard 


(Continued from page 22) 


1. The Cyclonic Storm Lane of 
the North Pacific follows the Jap- 
anese Current throughout the year. 
Round the world aviators must cross 
this Lane at great risk to life and 


property. The Detroit air pilots, 
Brock and Schlee, in their world 
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flight, were balked at this Lane and 
had a narrow escape from destruc- 
tion. The Lane could not be safely 
passed and the flight ended on the 
shores of Japan. These fliers should 
have known at the outset of their pro- 
posed flight the existence and condi- 
tions of this Storm Lane. 

2. The crossing of Storm Lanes, 
both Oceanic and Continental, involve 
great hazards to aviation. Monthly 
and Annual charts of these Lanes 
should be carefully studied by all air 
pilots. The recent loss of the am- 
phibian plane DAWN of the Gray- 
son Flight from New York to London 
may be traced to an utter lack and 
neglect of Storm Lane knowledge. 
An ill-advised stunt wholly unjusti- 
fied and detrimental to the best inter- 
ests of aviation. 

3. A knowledge of thunderstrom 
occurrence and distribution, both 
Oceanic and Continental, is indispen- 
sable to the successful navigation of 
the air. 


4. Thorough acquaintance with 
the storm characteristics of the four 
quadrants of a Cyclonic LOW is of 
the utmost importance in approaching 
and passing of a Low Pressure Basin 
while navigating the air. The failure 
of the Hearst plane OLD GLORY 
Sept. 6, 1927, and of the Ruth Elder 
plane AMERICAN GIRL Oct. 11, 
1927, in passing Oceanic Cyclonic 
LOWS in 1927 may be classed under 
this head. 


5. The mechanism of the thunder- 
storm is such that it cannot be en- 
countered without grave danger to 
life and property, in the navigation 
of the air. The ill-fated Shenandoah, 
U. S. Navy Dirigible, was destroyed 
September 5th, 1925, at an eleva- 
tion of about 7,000 feet by a tornadic 
thunderstorm, or potential tornado, 
that could have been avoided. 


6. Excess rainfall and atmospheric 
electrification must be considered in 
a safety-first solution of the problems 
of Flood Insurance. 

7. The New England floods of 
November, 1927, emphasized the im- 
portance of scientifically located and 
constructed spillways on all streams 
where water power is developed by 
dams. 

8. All streams subject to over- 
flow from excessive rainfall should be 
surveyed and improved to render 
harmless the disposition of surplus 
storm water. The water sheds of 
these water courses should be care- 
fully charted, under either State or 
Federal control, or under an equali- 
zation of combined authority. 

(Continued on page 28) 
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(Continued from page 27) 

9. A knowledge of Cumulus Cloud 
formations and the relation of thun- 
derstorm occurrence is of vital im- 
portance to safe air navigation. 
“Holes in the Air” and “Air Pock- 
ets,” and “aerial Niagaras,” as the 
bete noire of air pilots, come under 
this head. 

10. The problems of Weather In- 
surance and the scientific rating of 
windstorm hazards are closely con- 
nected with the genesis of thunder- 
storms and thunderstorm winds. 

11. Fog is a form of precipitation 
with a drop diameter of 0.01 milli- 
meters that offers most serious and 
dangerous obstacles to successful air 
navigation. Under the two general 
classes of Radiation Fogs and Ad- 
vection Fogs this mass of condensed 
vapor should be carefully studied as 
to origin and distribution, as well as 
dissipation. 

OOS 


Sell the Idea 


(Continued from page 10) 


about the burning of Jim’s barn and 
cows at all; we'll talk about the burn- 
ing of another barn and herd, half a 
county or half a State away. 

“Thompson used to have a barn 
pretty nearly as good as yours, but 
his herd couldn’t have been worth 
much more than half as much as 
yours. Anyway, it doesn’t matter 
now what it was worth, because, you 
know, he got burned out last week.” 

“No, I didn’t know that! Was that 
the Peter Thompson whose place is 
over on the State Road? Gosh, ain’t 
that too bad!” 


owen 


66 HAT’S not the worst of it, 

either. He was one of those 
fellows who think it’s cheaper to 
carry their own insurance. You know 
the kind I mean, Jim: maybe they 
never did have a fire-loss before, and 
so they figure they’re never going to 
have one; instead of figuring that 
every year they get by without a loss 
brings them just so much nearer to 
the time when, under the law of aver- 
ages, their turn will come! Well, 
Pete didn’t have a cent of fire-insur- 
ance. He’s busted wide open. Prob- 
ably have to sell the place, or most of 
it anyway. I hated to see him in 
town the other day, because I knew 
that just the sight of my old face 
would remind him of the many times 
I’ve begged and pleaded with him to 
let me take that load of risk and of 
worry clear off his shoulders and put 
‘em on the big, broad shoulders of 
our Farmers’ Mutual Fire Insurance 
Company.” 
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Well, Jim is thinking about his 
own risk, and he’s thinking about 
mutual fire insurance now, sure 
enough ; but he is doing the thinking 
on his own accord or he 
thinks he is, which amounts to the 
same thing so far as you are con- 
cerned . and so instead of 
building barriers against being sold 
mutual fire insurance, the next thing 
you know he'll be asking about it. 


“T’ve been figuring on talking to 
you about that myself, for some time, 
Tom; but I never seemed to get 
around to it. Now, what would ten 
thousand on that barn and contents 
cost me?” 


Are you going to tell him? Not 
yet, you aren’t; not by a jugful! 

“How much do you carry on your 
house and furniture, Jim?” 


That’s what you'll say, if you are 
as wise as your age. You might as 
well make one mouthful of the whole 
business while Jim is in the mind for 
it; so why get his mind fixed on the 
price of only a part of what he 
needs? Once his mind gets reconciled 
to that figure, it’s going to be like 
pulling teeth to double it, or whatever 
youll have to do to include all the 
other property on which he needs 
protection just as badly as he needs 
it on his pet possessions—that barn 
and prized herd. 
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ECAUSE that is his pet posses- 

sion, it offered the easiest way 
into his mind, but now you are im: 
why not make the most of it? You'll 
never again have a better oppor- 
tunity, because you are surely going 
to provide protection on that pet 
possession, anyway, right now; and 
if you have to come back to sell more 
coverage, you'll have to start him 
thinking about something that doesn’t 
mean quite so much to him. 


That’s why it was suggested that 
you pick his most prized possession 
to start with. Maybe it isn’t a barn 
and herd of cows. Maybe it’s his 
home, or his haystacks, or what has 
he? Whatever it is, you can figure 
out for yourself in each individual 
case without a speck of trouble; and 
that’s the place about which to start 
him thinking along the lines sug- 
gested here. 

You have noticed that we have 
actually accomplished FIVE distinct 
things in this little talk to our dairy- 
farmer : 

First, we made him feel friendly 
towards us. 

Second, we've made him think 
about his most prized possesion. 


Third, we’ve reminded him how 
much he has tied up in it. 

Fourth, we’ve warned him that 
fire is no respecter of dairy-farmers; 
and that long immunity from loss 
means merely that his turn is so 
much nearer. 

Fifth, we’ve brought the thought 
of Mutual Fire Insurance firmly into 
the front of his consciousness. 

—And any solicitor for a Mutual 
lire Insurance Company who can do 
these five things—and there’s not a 
reason in the world why he can’t do 
‘em!—can CLOSE THE CON- 
TRACT, if he'll just keep on being 
as natural and as sensible as he has 
been thus far. 

But, just in case there may be a 
doubt or two on the question of 
CLOSING, maybe we'd better take 
it up alone and talk it over together 
in the next of this little series of 
articles. What do you say? 

All right; see you in the April 
number ! 

Good luck to you in the meantime. 


Ye 


Mutual Insurance 
Meetings 


ARIOUS problems relating to 
mutual insurance management, 
underwriting, claims, accounting, of- 
fice management, statistical proce- 
dure will be given consideration in 
the series of meetings planned for 
the months of March, April and May. 
Underwriters connected with com- 
pany members of the Federation of 
Mutual Fire Insurance Companies 
will hold a two-day conference at 
Hotel Cleveland, Cleveland, Ohio, be- 
ginning Monday, March 26th. The 
committee having arrangements for 
this meeting in charge of which Mr. 
R. B. Howd, Assistant Secretary, 
Millers Mutual Fire Insurance Asso- 
ciation of Alton, Illinois, is Chair- 
man, has done a vast amount of pre- 
liminary work and there is every in- 
dication that the meeting will be a 
profitable one well attended by mu- 
tual underwriters. 

The Third Annual Conference of 
Claims Executives connected with 
company members of the National 
Association of Mutual Casualty Com- 
panies and the National Association 
of Automotive Mutual Insurance 
Companies is scheduled at Hotel 
Statler, Detroit, Michigan, on April 
9th, 10th and 11th. This Conference 
is one of the best attended and most 
interesting of the group meetings of 
mutual men and this year promises 
to break its own record both as to at- 

(Continued on page 31) 





Crop Hazards 
(Continued from page 25) 


year after year, the rate must be rea- 
sonable. For farmers whose credit 
costs them 8 or 10 per cent and who 
are asked to carry insurance requir- 
ing another 8 or 10 per cent of their 
gross income, the load becomes a 
very heavy one. In contrast, if credit 
may be had for 6 per cent and insur- 
ance for another 4, the insurance be- 
comes attractive. 


This question of cost and salability 
is, of course, closely bound up with 
the degree and type of protection 
offered. A conservative amount of 
protection with a moderate premium 
is far superior to fairly complete 
protection with a high rate. The 
former encourages the use of the in- 
surance as a hedge against complete 
failure—a relatively infrequent oc- 
currence but one in which the cover- 
age renders the highest measure of 
good. For the same premium income, 
a wider spread of risk is also ac- 
complished. 


It seems desirable, in this connec- 
tion, to graduate the premium, grant- 
ing credits for unusually small cover- 
ages and scaling up the rate for ex- 
cess amounts, with additional rates 
for special riders. This is the com- 
mon practice in most property lines 
of insurance and serves to clearly 
show the insured that for an unusu- 
ally complete coverage a corespond- 
ingly high premium is charged. 

The policy should be clear and 
definite. Conflicting provisions, al- 
ternative methods of settlement, and 
elaborate and detailed warranties 
are bound in time to place the insur- 
ance in disfavor with the farmer. It 
is the writer’s belief that the policy 
should guarantee a minimum but 
definite sum per acre against all 
sources of damage from weather, 
plant disease and pests. Where this 
is done, the uncertainty of a decline 
in market price should also be indi- 
rectly covered. The amount of in- 
surance granted, however, can be 
placed sufficiently low that the mar- 
ket element becomes an important 
one only in an exceptional year, 
which is desirable both for the in- 
surance afforded and the additional 
definiteness of the contract. 


SO 


T is the belief of the writer, in the 
light of the experience to date, 
that crop insurance could be made a 
practical line on the major farm 
crops. If it could be so generally de- 
veloped, it would mean to agriculture 
what fire, marine, tornado, and other 
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forms of property insurance mean to 
industry. Since 1920, the cooperative 
movement among cotton and grain 
farmers has developed greatly and 
these organizations could be used in 
the proper handling of the insurance. 
If this type of insurance were used 
as collateral in the extension of farm 
credit, the chances of its success 
would be greater. If conservatively 
written by strong companies, with re- 
insurance against excess loss, and 
under good management, there is no 
reason why it should not be a profit- 
able undertaking for the insurance 
companies. 
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Certainly the farmers would wel- 
come an opportunity to join in any 
undertaking which would in any 
measure serve to standardize their in- 
come and remove the uncertainty of 
complete failure. The American 
grain and cotton crop had an esti- 
mated value of over five billion dol- 
lars in 1925 which if covered to 40 
per cent of its value would have a 
premium income for this line of in- 
surance of $100,000,000 or more. 
Certainly this is a field of insurance 
of national importance and one of 
unusual promise. 


P. W. A. Fitzsimmons Nominated 


Named for Election as Director of Chamber of Commerce of 
the United States of America 


Mr. P. W. A. Fitzsimmons, Presi- 
dent of the Michigan Mutual Liability 
Company, Detroit, Michigan, a mem- 
ber of the Board of Commissioners 
of the American Mutual Alliance, 
Director and Past President of the 
National Association of Mutual Cas- 
ualty Companies, Director of the De- 
troit Board of Commerce, for many 
years prominent in the field of mu- 
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P. W. A. Fitzsimmons 


tual insurance, has been placed in 
nomination by the Presidents of the 
National Association of Mutual In- 
surance Companies, Federation of 
Mutual Fire Insurance Companies, 
National Association of Mutual Cas- 
ualty Companies, National Associa- 
tion of Automotive Mutual Insur- 
ance Companies and the Mutual Fire 
Insurance Association of New Eng- 
land as Director in the Chamber of 
Commerce of the United States of 


America representing insurance to 
succeed Mr. James S. Kemper, whose 
term of office expires this year. 


Mr. Fitzsimmons enjoys a wide ac- 
quaintanceship among mutual insur- 
ance men throughout the country. He 
has held many offices of importance 
within the gift of the associations 
with which he has been most actively 
connected, and is well known among 
the executive heads of the compan- 
ies. His business and social connec- 
tions outside the field of insurance 
are extensive. He is an active mem- 
ber of many boards and organizations 
which profit by the wealth of his 
broad experience and the soundness 
of his business judgment. 


Prior to assuming the managership 
and later the presidency of the com- 
pany which he now heads, Mr. Fitz- 
simmons was engaged in the banking 
and manufacturing business in South- 
ern Michigan, where he also enjoys 
the distinction of being a farmer. He 
is a man of tremendous energy and 
business capacity and an outstanding 
exponent of the mutual cause. The 
various mutual associations which 
have from time to time met in the 
city of Detroit have found Mr. Fitz- 
simmons a genial host of engaging 
personality and with a thorough un- 
derstanding of the business in which 
he is engaged. In nominating him to 
the position so ably filled for several 
years by Mr. James S. Kemper, the 
officers of the several mutual associa- 
tions feel that they are putting forth 
a candidate who enjoys unusual quali- 
fications for the position of Director. 





Aviation Insurance 
(Continued from page 19) 


newed life and additional valuation 
is allowed after each of a stipulated 
number of complete overhauls. 

Some of the aircraft policy condi- 
tions unique to aviation insurance 
are the right to inspect the risk at 
any reasonable time and the barring 
from coverage of first flights of new 
or altered planes. We are reminded 
of the early days of automobile in- 
surance when we read the clause for- 
bidding any other than the named 
pilot to operate the plane. The days 
of named-driver policies are over 
in automobile insurance and their 
counterpart will probably eventually 
be things of the past in aviation 
insurance. The increasingly rigid 
examinations of pilots by the gov- 
ernment and their careful selection 
by regular operators is putting most 
of them gradually in the class of 
“known quantities.” 

The gypsy-flyer days taught the 
underwriters to deny liability for loss 
or damage while the aircraft is left 
unattended in the open. We also find 
the exclusion of stunting, instruc- 
tional flights and night flying. These 
are permitted, however, under the 
most strict compliance with the un- 
derwriter's conditions as to equip- 
ment, etc. 

The few active aviation under- 
writers refused to even quote rates 
on the trans-Atlantic flights. Their 
almost prophetic attitude toward the 
wisdom of such flights is made clear 
in the printed policy conditions. 
Under the usual policy all liability 
is denied if a land plane flies more 
than one mile from shore or if a 
seaplane flies more than five miles 
from shore. 

Deductibles are the rule in aviation 
insurance and they are probably as 
truly justified as they are in automo- 
bile collision insurance. These usually 
make the operator liable for the first 
10%, or some agreed amount, of 
every loss. They take care of the 
many small accidents which occur in 
taking off and landing the plane. 
These should be considered a fixed 
expense of operation and should not 
be cared for through insurance, which 
would add the unnecessary expenses 
of office work, investigation and ad- 
justment. 


Much has been borrowed from 
marine, as well as from automobile 
insurance. The insured must keep 
a daily record or log book, one for 
each pilot, airplane and engine. In 
this log book must be recorded the 
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daily time flown, results of inspec- 
tion, details of overhauls and repairs 
and nature of flights, passengers car- 
ried (if any) and other matters of 
like nature. The insured must cer- 
tify these logs as correct each flying 


day and they must be submitted to ~ 


the insurer in support of all claims 
for loss or damage. 

This requirement of keeping log 
books is similar to that in force 
aboard all ocean-going vessels. It 
is a government requirement there. 
When the clause was written in the 
insurance policy it was an attempt 
on the part of the underwriter to 
copy the maritime regulation and to 
adapt it to his own support. Erasures 
are not allowed in log books, as these 
books of “original entry” are primary 
evidence. Their importance at sea 
is illustrated by the fact that they 
are always among the few things a 
master makes every endeavor to 
rescue from the sinking vessel. 

The foregoing policy conditions 
apply to each of the aircraft property 
hazards that are assumed by the 
underwriter. The great majority of 
these conditions apply also in the case 
of third party liability coverages. 

The aircraft fire and lightning cov- 
erage is most commonly limited to 
flight, any attempts thereat, or while 
the engine is running immediately 
subsequent to flight. During the time 
it is in the hangar it is considered 
as “contents” and is usually insured 
with the hangar under one of the 
standard fire policies. The under- 
writers demand that a fire extin- 
guisher be kept on the plane at all 
times and that the hangar have 
proper fire fighting equipment. 

Accidental damage coverage is very 
often called “crash” insurance. This 
has been the Waterloo of under- 
writers in the past. At the present 
time they tread rather lightly and 
make certain of their ground before 
committing themselves to liability. 
Some even go so far as to “wield 
the big stick” and refuse this cover- 
age unless they also underwrite the 
more lucrative liability business. This 
seems a most unjustified and short- 
sighted attitude. 

Both franchises and deductibles 
are used rather freely in order to 
improve the moral hazard of crash 
insurance. A 10%. franchise is not 
quite as severe as a 10% deductible 
because, in. the case of the former, 
the underwriter is liable for the en- 
tire amount as soon as the loss ex- 
ceeds 10% of the value insured. The 
franchise is probably. preferable to 
the deductible where the operator 


does not maintain any extensive facil- 
ities for repairs. 


Constructive total loss insurance 
may be provided by making the fran- 
chise high enough. Usually an 85% 
loss is considered total and the under- 
writer takes title to the often worth- 
less wreck. 


Tornado, cyclone and windstorm 
coverage requires special attention in 
the case of aviation risks because of 
the different localities in which a 
plane normally finds itself in such 
a short time. The insurance excludes 
loss or damage in consequence of 
flight. It can be readily understood 
that this should be taken care of by 
crash insurance instead of by tornado 
because of the difficulty of determin- 
ing the proximate cause of the loss 
in the latter case. 


Theft, robbery and pilferage insur- 
ance seems an unnecessary precaution 
in the case of the aircraft themselves, 
Who could steal one and “get away 
with it”? Lately there have been two 
plane thefts noted in the newspapers 
and their recapture or wrecks have 
not been reported. It must be a very 
efficient “fence” that would attempt 
to handle airplanes. 


The real danger, however, is from 
the theft of parts, particularly of 
navigation instruments and _ radio. 
The insuring clause is very similar 
to the one found in automobile poli- 
cies which excepts losses due to per- 
sons in the insured’s employ, etc. 
There is a twenty-five dollar deduc- 
tion in the case of navigation instru- 
ment loss. This is more tempered 
than the automobile tools exclusion 
clause, as indemnity is only paid for 
automobile tools if the entire automo- 
bile is stolen. 


The most important non-aircraft 
property hazard is that of the hangar. 
It is really a regular property insur- 
ance risk. Companies that will not 
write any other aviation hazards will 
insure hangars against fire, lightning 
and windstorm. There are no fea- 
tures of the hangar hazard that 
should be considered the peculiar re- 
sult of aviation beyond the fact that 
the contents (airplanes, spare parts, 
wing “doping” preparations, etc.) are 
of the most inflammable nature. This 
makes of great importance the policy 
condition forbidding the running of 
the airplane engine in the hangar. 

Aviation cargo has been important 
in Europe for a number of years. 
The recent advent of the American 
Railway Express in this field should 
do much to soon make it an impor- 
tant factor in our own economic of 





ganization. The coverage usually 
begins at the arrival of the cargo 
at the plane and ends with its dis- 
charge. A most practical method is 
being evolved of empowering the 
air transport companies and freight 
agents to issue policies directly to 
the consignors of the freight. 


The damage from aircraft cover- 
age promises indemnity to the owner 
of the insured property (home, fac- 
tory, etc.) for direct loss or damage 
by aircraft. It also guarantees the 
removal of aircraft endangering the 
premises. This hazard will become 
of increasing importance if airplanes 
become, as is often predicted, as com- 
mon as Fords. Even at the present 
time the hazard is more than nominal 
where the insured’s property is 
within five miles of an established 
airway or airdome. 

Third party liability insurance is 
also based on the foregoing complete, 
detailed information about the opera- 
tor as well as on the extensive re- 
striction of his activities by policy 
conditions. So-called public liability 
insurance usually includes the hazards 
of personal injury of strangers and/ 
or damage to their property. It is 
written for varying coverages begin- 
ning at $1,000 per accident for prop- 
erty damage and $5,000 per person, 
$10,000 per accident for personal in- 
jury. 

The passenger hazard business 
goes begging with all but one under- 
writer at the present time. The diffi- 
culty here is that there are no laws 
or court cases indicating the extent 
of the operator’s liability for pas- 
senger injuries. The venturesome 
underwriter must take his chances 
with a wily lawyer and a gullible, 
sentimental jury. 


The remaining third party hazard, 
injury to workmen, is taken care of 
by the regular forms of Workmen’s 
Compensation or. Employers’ Liabil- 
ity insurance. The rates for these 
are the only ones that can claim an 
approach to the scientific. They are 
based on war department training 
field statistics. These were weighted 
in a most interesting manner to make 
them applicable to commercial oper- 
ating conditions. 


The personal hazards are the 
“risks to life and limb” that an in- 
dividual assumes in engaging in avia- 
tion. They refer to pilot, operator 
or passenger. These may be insured 
indirectly by regular life insurance 
and by regular accident policies. 

Very few life insurance policies 
are affected by the aviation activities 
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of their holders. A small number are 
voided by death from aviation acci- 
dent during the first two years after 
issue. These are all policies of rela- 
tively unimportant companies. 


The aeronautic provisions in the 
disability and double indemnity 
clauses are somewhat more drastic. 
A few unimportant companies and 
one well-known company void the 
disability clause if an injury is trace- 
able to aeronautics. A few do this 
only during the first two years of the 
policy. However, the vast majority 
of disability clauses, including those 
of six of the outstanding companies, 
are not affected by injury from en- 
gaging in aeronautics. 


Quite the reverse is true of the 
double indemnity feature of life in- 
surance policies. Most of these are 
voided by death. 


A few liberal accident policies omit 
the aeronautic prohibition. The ma- 
jority of these, however, as well as 
all accident and health policies ex- 
amined are jeopardized by even an 
occasional flight. 


The foregoing discussion was con- 
cerned with insurance taken before 
the insured contemplated aviation 
activity. If the insured shows in his 
application that he will regularly en- 
gage in aeronautics he will be con- 
sidered a sub-standard risk, at best. 
Most companies will refuse regular 
life insurance. What little insurance 
is sold to pilots is most restricted 
and expensive coverage. The ma- 
jority of them are self-insurers, using 
that term most unscientifically. 


owe 


Mutual Insurance 
Meetings 


(Continued from Page 28) 


tendance and interest in the various 
topics planned for discussion. 

The Third Annual Conference of 
Accountants, Statisticians and Office 
Managers conected with company 
members of the National Association 
of Mutual Casualty Companies and 
the National Association of Automo- 
tive Mutual Insurance Companies 
will meet at Hotel Statler, Detroit, 
Michigan, on Monday and Tuesday, 
April 23rd and 24th. The Confer- 
ence will be under the general chair- 
manship of Mr. Cooke Lewis, Vice- 
President, Liberty Mutual Insurance 
Company, Boston, Massachusetts. 
The program contemplates papers 
and formal discussions on six major 
subjects of importance to those who 
will attend and it is expected that the 
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interest will be even greater than that 
shown at the two previous confer- 
ences. Speaking assignments have 
been given to more than twenty-five 
mutual accountants, statisticians and 
office managers. No mutual group 
meeting has ever been planned with 
such attention to detail as has this 
one and the Committee on Arrange- 
ments, of which Mr. Lewis is Chair- 
man, promises that each hour of the 
two day session will be crowded with 
worth while discussions. 


Because of additional items of im- 
portant business to be transacted the 
Joint Semi-Annual Meeting of the 
Federation of Mutual Fire Insur- 
ance Companies, the National Asso- 
ciation of Mutual Casualty Compan- 
ies and the National Association of 
Automotive Mutual Insurance Com- 
panies scheduled to convene at Green- 
brier Hotel, White Sulphur Springs, 
West Virginia, on Wednesday, May 
2nd, has been extended to four days 
instead of three days as first planned. 
In addition to the general sessions of 
the three associations, there will be 
meetings of the Governing Board of 
each and of several of the more im- 
portant committees. In addition the 
Management Committee of the Mu- 
tual Re-Insurance Bureau will hold a 
meeting as will also the Mutual Fire 
Prevention Bureau. Special Pullman 
cars leaving Chicago on Tuesday, 
May Ist, will carry delegates from 
companies located in and West of 
Chicago. 

Qo 


Mutual’s Losses Light at 
Fall River Fire 


ONSERVATIVE underwriting 

practice which for almost two 
centuries has been a principle con- 
tributing largely to the success of 
mutual insurance was again brought 
to public attention by the recent dis- 
astrous conflagration at Fall River, 
Massachusetts. 


With a total estimated loss of $4, 
000,000, mutual companies suffered 
to an extent of less than $125,000, 
the Mutual Fire Insurance Associa- 
tion of New England reporting that 
the net aggregate estimated losses of 
companies within that association was 
$124,105. The group of mutual com- 
panies comprising the New England 
Association showed at the close of 
business on December 31st, 1926, and 
so reported to the Insurance Depart- 
ment, assets of $14,538,304, with 
liabilities of $6,912,587 and a sur- 
plus available to policyholders of 
$7,625,717. 
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to a competent, prudent 

PI pdord and conservative execution 
of its business for the pur- 

pose of obtaining the greatest benefits 
for its policy-holders and as its contribu- 


tion to a continuance of the present 


high regard for the principles of mutual 
insurance. 


HARDWARE MUTUAL CASUALTY CO. 


STEVENS POINT, WISCONSIN 
BRANCHES Datias, Texas 
Atianta, Georgia Inpianapouis, Indiana 
Bosrux, Massachusetts Los Ancexes, California 
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INSURANCE WORLD Insurance Company 
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Insurance Company 
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Address: Twin Mutual Group 
180 No. Michigan Ave., Chicago, Ill. 211 Congress Street 


Boston, Mass. 
A. Shirley Ladd, Secretary 





















































og FEDERAL HARDWARE 
- IMPLEMENT MUTUALS 

















LUMBERMENS MUTUAL 
CASUALTY COMPANY 


KKERKELKEKEKE 





— 
m\ 


Sixteenth Annual Statement 
JANUARY 1, 1928 


U. S. Government bonds $1,528,600.00 
State, province, county and municipal bonds. 2,189,640.00 
Federal Land Bank and other bonds and stocks 677,248.00 
First mortgage loans on real estate 676,000.00 
Cash in banks and on interest 1,047,566.51 
Premiums in transmission 746,836.54 
Accrued interest 62,325.92 


CSS 





Total cash assets $6,928,216.97 


Reserve for losses $2,319,176.87 
Reserve for unearned premiums 2,274,392.93 
Reserve for taxes and expenses 275,973.55 
Reserve for fluctuation in market value of securities 100,000.00 
Reserve for contingencies 











Total liabilities and reserves $5,719,543.35 
Net cash surplus 1,208,673.62 





$6,928,216.97 


JAMES S. KEMPER, President 


Pantheon Building, Chicago, U. S. A. 


AUTOMOBILE BURGLARY COMPENSATION 
PLATE GLASS PUBLIC LIABILITY 
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Associate Company 


Under “L-M-C” Management AMERICAN MOTORISTS INSURANCE COMPANY 
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